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I. Tae ReviIvAL AFTER 1896.! 


THE topic chosen as the subject of this paper is far re- 
moved from abstract economic theory. We may safely 
call it one of the foremost practical questions of the 
day, politically as well as financially. What we have 
to ask is, How the United States managed so to re- 
verse its position in the past ten years that, instead 
of the crippled industrial and financial state of 1894, 
with the country’s principal industries declining, its 
great corporations drifting into bankruptcy, and _ its 
government forced to borrow on usurious terms from 
Europe to maintain the public credit, we have seen, 
in the short space of half a dozen years, a community 
whose prosperity had become the puzzle of the outside 
world, whose productive industries had developed such 
strength that the “American invasion” was lately dis- 


1 This article gives the substance of lectures given at Harvard University in 
November, 1904. 























168 QUARTERLY JOURNAL OF ECONOMICS 





cussed abroad as threatening ruin to our European com- 
petitors, whose corporations, when properly capitalized 
and managed, had grown so profitable that the strongest 
financial interests of the world have been struggling to 
buy possession of them, whose banking-houses subscribed 
in important sums to new English and German govern- 
ment loans, not to mention the public bond issues—$100,- 
000,000 in all, within the past seven months—of Cuba, 
Japan, and Mexico? The startling ups and downs of 
fortune which have occurred in other communities are 
familiar. The story of alternating “booms” and panics 
is largely the story of modern industrial progress. It 
is, however, the fact of a complete revolution in this 
country’s position, not only as regards its own enterprise, 
but in its relation to other industrial States, which chal- 
lenges particular attention; and it is this which we now 
have to examine. I shall begin with the date when Amer- 
ican business depression appeared to be most profound,— 
the year 1896. 

Four events of the first importance, bearing directly 
on American finance, have occurred in the period be- 
tween that date and the present time; and the rise in Amer- 
ican financial and industrial prestige has been ascribed 
in turn to each of them. These incidents are the Euro- 
pean harvest failure of 1897, the Spanish War of 1898, 
the establishment by law of the gold standard for this 
country in 1900, and the unprecedentedly large produc- 
tion of gold, in the world as a whole, and in America in 
particular, during most of the years referred to. 

Of the European harvest failure of 1897, and the profita- 
ble export trade which was thereby opened to this coun- 
try, it may be said that it did more than any single in- 
fluence to start the ball of prosperity rolling in this coun- 
try. It did so because agricultural depression had been 
the most discouraging factor in the hard times from 1892 
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to 1896. More than one-third of this country’s popu- 
lation made its livelihood from farming at the time of 
the census of 1890; and an incident of this sort, which 
changed their market from one which had hardly given 
a living return to one whose profits were enormous, was 
bound to affect our national welfare. But there is this 
to be remarked at the outset. There has been no Euro- 
pean famine since 1897. On the contrary, foreign har- 
vests have continuously increased. Yet the prosperity 
of our own agricultural community has grown steadily 
brighter, and the prices at which it has sold have con- 
tinued highly remunerative. Some other influence than 
the events of 1897 must therefore have been at work. 

I have personally heard a great international banker 
ascribe our enlarged financial prestige to the country’s 
display of strength in its defeat of Spain. To this con- 
venient argument it is entirely safe to answer that the 
theory is something to be believed only when it is proved, 
and that the burden of proof rests on him who asserts 
it. European capital might come more confidently into 
this country because it had concluded that we were able 
at need to defend ourselves. But this, as an explana- 
tion of our prosperity since 1898, comes to very little 
when one reflects that the movement of foreign invest- 
ment capital, after the Spanish War, was not into this 
country, but away from it, and this for the simple reason 
that American capital was bidding so high a price for 
such of our securities and real property as were then 
held by foreign investors that they deemed it wise to 
sell. Furthermore, if a successful war must of itself 
be a stimulus to national prosperity, then it remains for 
those who hold that view to explain the severe industrial 
reaction in Great Britain since its victory over the Trans- 
vaal or the years of hard times which, in England and! 
on the Continent, followed Waterloo. 
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The formal establishment of the gold standard in 1900, 
and the provision by law of a gold reserve sufficient to 
insure redemption of our legal tender notes, have un- 
doubtedly been contributing influences towards our 
subsequent forward movement of prosperity. But they 
have been so rather because they removed a hindrance 
to such favorable development than because they pro- 
vided the means for it. Capital will be reluctant to risk 
itself in a country where it is uncertain what the standard 
of value will be when it looks for its returns. But, even 
if it be assured on this score, it will not for that reason 
rush into the enterprises of a country where profitable 
results are not in sight. What we have to ascertain is 
why such inducements offered by the industrial United 
States after 1898 were so unusually great. 

There may be mentioned, finally, the possible influence 
of the increased gold production during the past ten years. 
The world’s annual gold output, which was $203,000,- 
000 in 1896, rose to $328,000,000 in 1903. This is an 
increase in the annual output of $125,000,000 in the 
seven-year period, whereas the increase was but $80,000,- 
000 in the seven years preceding 1896, and only $21,- 
000,000 in the seven years before that. There is no doubt 
that this increase had some effect on the financial move- 
ment of the period. How much effect is a controverted 
question. Professor Cairnes showed fifty years ago, 
when the new gold was pouring in from Australia and 
California, that prices of commodities, the world over, 
were affected because, primarily, the new mining communi- 
ties gave large orders for goods to the older manufactur- 
ing States, thus creating a new demand, which paid its 
price not in other merchandise, but in gold. It is diffi- 
cult to trace this process in the gold production of to-day; 
for the world’s great gold-fields are now owned, as a rule, 
not by scattered individuals, but by corporations with 
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inflated capital. One thing is certain, that the banking 
and credit institutions of the world have been able, through 
the increased gold production, to accumulate larger 
reserves of gold. As those reserves are the basis for 
credits granted by them to the financial market, it fol- 
lows that greater and more confident activity of credit 
has been possible. M. Paul Leroy-Beaulieu has pointed 
out that more than one-half of the gold now held in the 
reserves of the world’s great banks and of the United 
States Treasury has been accumulated since the great 
expansion of annual gold output began in 1890. But, 
even if we were to concede the whole claim of the 
quantitative money school, we should still have to con- 
front the question why the United States should have 
been the main beneficiary. Increase in gold production 
since 1890 has been largest of all at the Transvaal mines, 
which England owns; yet it is England, of all important 
industrial States, which has shown least signs of an in- 
dustrial “boom.” 

I believe that, as time goes on and we are able more 
and more clearly to look at this remarkable period in per- 
spective, we shall find the main clew to its striking history 
in the altered position of the world’s agriculture. I think 
we shall find that this agricultural change occurred, as 
did the change in the movement of American finance, in 
the years 1896 and 1897. The year 1896 was, in fact, 
one of those periods, rare in the history of any country, 
of which it could be said that a given chapter had defi- 
nitely closed and that another was about to open, and 
when, therefore, the events of the preceding epoch could 
be classified and passed upon without fear that the judg- 
ment would be modified or upset by the events of a suc- 
ceeding year. This could not be said of such interesting 
financial twelvemonths as 1866, 1873, 1890, 1893, 1898, 
1901, or 1903, because the events of no one of those years 
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could have been understood except in the light of the 
years which followed it. It cannot be said of the present 
period; for we have lately had interesting evidence that 
the reaction of 1903 was an incident in the American re- 
vival, not the end of it, and that the country is still under 
the sway of the same general influences which started 
the great recovery, seven or eight years ago. 

The assertion that a turning-point had been reached in 
our financial history would hold, however, of 1848, the 
year when the development of our railway system really 
began; and of 1879, when we became in fact the world’s 
granary, simultaneously with our abandonment of a de- 
preciated money standard. It is peculiarly true of 1896, 
and for the reason that two events, one of world-wide 
significance, the other of peculiar significance to this 
country, then occurred. These two events were the be- 
ginning of a great recovery in the price of products of the 
soil and the final defeat of the agitation for free-silver 
coinage. 

It is agreed by all statisticians that the average of com- 
modity prices, the world over, reached low-water mark 
in 1896 and 1897. Sauerbeck’s London index number 
gives an average of 61 to-the year 1896 and of 62 to 
1897. Taking the average by separate months, however, 
most authorities place the lowest level in midsummer, 
1897. Figures of Dun’s Review, adopted by our govern- 
ment’s Bureau of Statistics, give a unit of 72.455 for July, 
1897, as against 77.780 at the end of 1895 and 75.502 at 
the end of 1896. The London Economist, using another 
unit, gives 1885 in July, 1897, against 1947 twelve months 
before and 1915 twelve months afterwards. By the year 
1900 the Sauerbeck average had risen from 61 to 75, 
the Dun’s Review unit from 72.445 to 95.295, and the 
Economist index number from 1885 to 2211. These 
figures are the embodiment, in the form of dry statistics, 
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of a good deal that happened during the interval. Summed 
up, they show a recovery in staple prices, between the low 
level of 1896-97 and the recent high level of 1900, ranging, 
according to method of striking averages, from 17 per 
cent. to 31 per cent. By far the most important gain, 
and the gain that has been most persistent, not only up 
to 1900, but since that time, has been scored by average 
prices in agriculture. 

Our space will not admit of going into the general causes 
of this recovery. In general, however, we may say with 
entire safety that between 1891 and 1896 the world’s 
annual production of agricultural products increased much 
faster than the annual consumption, whereas since 1896 
the world’s use of grain and cotton has increased much 
more rapidly than the increase in its crops. A steady 
increase in consumption is natural, because of increase in 
population. In good times, such as we have lately wit- 
nessed, the increase will be more rapid than in hard times, 
like those of 1890 and 1893. The past half-dozen years, 
moreover, have opened new and extensive markets for 
wheat and cotton in the East. These are among the im- 
portant factors in the persistent rise of agricultural prices 
and in the general trade recovery. What we have now 
to consider is exactly the manner in which this revival 
came about and the immediate, tangible effect upon this 
country. 

And here we find a very striking and dramatic connec- 
tion between the two distinctive occurrences of 1896, 
the recovery in grain prices and the defeat of the free- 
coinage party. I need hardly review the political situa- 
tion at the opening of that year. President Cleveland had 
rescued the gold standard of currency when its overthrow 
seemed to be inevitable, but he had done so through the 
employment of an immensely expensive banking syndi- 
cate and at the cost of the disruption of his party. The 
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agricultural West and South, in the grip of the most pro- 
found depression, revolted at the idea of the virtual pay- 
ment of five or six million dollars to a group of bankers 
to preserve a currency standard under which wheat and 
cotton were selling at the lowest prices ever known. In- 
deed, their own politicians told them that the silver standard 
averted by that contract was the short road to high prices. 
The Populist party, an open advocate of free-silver coin- 
age, had polled in the 1892 election a million votes, or 
more than one-fifth the vote of the Republicans, and had 
carried outright four States,—something never achieved 
by a third-party candidate since the election of 1824; 
and it now made its bid for alliance on the coinage issue 
with the Democracy. The consequence of this situation 
was the excited and tumultuous Democratic convention 
at Chicago, where, by a turn of events more like the poli- 
tics of the French Revolution than like those of the United 
States, a young Nebraska Congressman, thirty-six years 
old, previously unknown in national politics, delivered a 
speech of florid and impassioned eloquence which so ex- 
actly voiced the high-pitched resentments and aspirations 
of the delegates that he was chosen as their candidate, 
almost by acclamation. As a matter of course, the plat- 
form demanded immediate free-silver coinage. 

A menth before this memorable convention the Repub- 
lican party nominated Mr. McKinley; and here, too, the 
logic of events moved more potently than the purposes 
of men. McKinley’s legislative record was that of a silver 
advocate. On November 5, 1877, his vote was cast in 
Congress for the Bland bill “to authorize the free coinage 
of the standard silver dollar’’; and in the following Febru- 
ary he voted to pass the amended free-coinage bill over 
the veto of a Republican President. He had naturally 
also voted with his party for the silver-purchase act of 
1890. But he had been in 1890 the head of the Congres- 
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sional committee which drafted the bill imposing the 
highest protective duties in our history, and he was avow- 
edly made the party’s candidate in 1896 on the theory that 
return to high protection, after the lower tariff of 1894, 
would be the campaign issue. The tariff, however, was not 
destined to cut any appreciable figure in the contest. Mr. 
McKinley’s campaign began with speeches on protection; 
but it soon appeared that, on the tariff issue alone, the 
Republican party could not win. A great body of Demo- 
cratic voters stood aloof from either party. They would 
not indorse the Bryan free-coinage candidacy, but were 
halting between the alternatives of supporting an inde- 
pendent Gold Democratic ticket, nominated by bolting 
Democrats, or voting for Mr. McKinley, in the face of his 
tariff record, which was to most of them thoroughly ob- 
jectionable. Ordinary common sense dictated the policy 
to be pursued under such circumstances. Mr. McKinley, 
in his successive speeches to visiting delegations at Canton, 
said less and less about the tariff, and more and more 
about the currency, until on July 30 he took ground flatly 
for the gold standard. 

But the election was not won, and it probably could 
not have been won, by any speech of the candidate. I 
pass over the striking financial incidents of the vear,— 
the violent disturbance of financial markets, the drain on 
the Treasury’s gold through presentation of government 
notes for redemption, until a banking syndicate had to 
be hurriedly formed to avert another crisis, and the one 
per cent. premium which was paid on gold itself the week 
before election. Long before the November vote was 
cast the attention of the markets converged on a very 
different quarter. In August, wheat touched the extraor- 
dinarily low price of 53 cents a bushel on the Chicago 
market,—a figure nearly unremunerative to all but the 
most favorably situated farmers. Our own early wheat 
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crop was large, and Europe’s had never but once been 
exceeded. Nothing appeared to promise relief to our 
farm community in the way of higher prices. By Sep- 
tember, however,—two months before election,—some 
new influences came on the situation. The later American 
wheat crop was badly damaged, first by drought, and then 
by rains at harvest time. This would not have helped 
our farmers, even with a rise in price; but the larger news 
was of partial failure of the crop in India, whose harvest 
turned out smaller by nearly 25 per cent. than in the 
preceding year. That country, which had sent 56,000,000 
bushels to the outside world in the crop year 1891, was 
actually forced to import wheat in 1896. This happened 
when the consuming world had been using wheat, at the 
low prevailing prices, with the greatest freedom, and 
when, accordingly, supplies of wheat on the world’s great 
markets had fallen to the lowest level since the famine 
year 1891. In September, 1896, there were 126,000,000 
bushels against 152,000,000 a year before, and 190,000,000 
two years back. 

The news of the crop failure in India, coming on such 
a critical situation, forced Liverpool instantly to raise 
its bid for American wheat. As against the August price 
of 53 cents per bushel, wheat rose at Chicago to 70 cents 
in September, to 74} in October, and to 94% in election 
week. The moral effect of this movement was very great. 
What it meant, politically, was shown by the quick as- 
sertion of Mr. Bryan’s party managers, that the “money 
power” was putting up wheat, over election day, to de- 
lude the agricultural voter. This explanation of the rise, 
in view of the facts which I have cited, was at least 
superfluous. The point which it tacitly recognized, how- 
ever, was that the Western voter had been told that, 
under the gold standard, wheat could not rise again; 
and here, with the gold standard stili in operation, was 
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wheat at the highest price in years. The political result 
of this rise in wheat, notably in the doubtful Western 
States, was very great. It largely accounted for Mc- 
Kinley’s heavy majorities in farming States of the Middle 
West, such as Ohio, Michigan, and Minnesota, which 
in 1892 gave to the Democratic and Populist votes, com- 
bined, a plurality of 21,000, whereas in 1896 the Repub- 
lican vote in the same three States ran 148,000 votes 
ahead of its two antagonists. 

The election of 1896, in fact, settled the question of 
a gold standard. The large majority of 95 for McKinley 
in the electoral college, and the popular plurality of 602,- 
555 in the country as a whole, where even the “landslide” 
of 1892 gave Cleveland only 380,961 plurality, set the 
seal of the voters effectively on the verdict. But the 
election results did not, as many people still believe, bring 
immediate prosperity. On the contrary, the first half 
of 1897 was a period of business uncertainty and finan- 
cial depression. I wish to emphasize this fact, because 
some important conclusions hang upon it. There are 
several ways of testing the real prosperity of such a period. 
One is by the exchange of bank checks, which fairly meas- 
ure industrial activity. Now the first half of 1896 had 
been a time of great depression; yet the checks drawn 
on all the country’s banks in the similar period of 1897 
showed decrease of $570,000,000, or 2} per cent. Or we 
may look at the record of business failures. In the sec- 
ond quarter of 1897 liabilities involved in such commercial 
disasters throughout the country were $3,000,000 greater 
than in 1896. Again, there is the very useful test of the 
country’s iron production; for it has been an invariable 
precedent that, when trade and industry are reviving, 
production and use of iron increases along with them. 
Now in July, 1896, there had been in biast in this country 
191 foundries, with a weekly output of 180,500 tons, 
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and with 815,000 tons piled up in their yards. This was 
then called a very unfavorable showing; yet in July, 1897, 
the number of furnaces in blast had further decreased 46, 
to 145, weekly output had fallen 16,000 tons, to 164,000, 
and the idle stock of iron had risen nearly 200,000 tons, 
to 1,004,000. Or, finally, one may look at the purchase 
of securities on stock exchanges, which reflects the in- 
vestment public’s feeling. In New York City the record 
of such transactions for the first half of 1897 fell a mill- 
ion shares below 1896, and twelve million below the same 
months in the fairly active year 1890. 

Let this point, then, be carefully noticed,—that the 
Presidential election of 1896 was not followed by a sud- 
den beginning of commercial recovery. The contrary 
seemed for months to be true, just as industrial depres- 
sion persisted immediately after the Specie Resumption 
of 1879 and, again, after the Repeal of the Silver-pur- 
chase Act in the autumn of 1893. But, with midsummer 
of 1897, we approach a very remarkable change in the 
situation. I have already shown, from the various index 
numbers of prices, that low ebb in this regard was really 
reached in July, 1897. About that time occurred two 
noteworthy events. One was the enactment of the 
Dingley Tariff law, which occurred July 23, that year, 
and which restored the import duties, reduced by the 
Wilson Tariff Act of 1894, to a highly protective basis. 
The other—on which no human judgment could have 
reckoned, any more than it could on the Indian famine 
of 1896—was a devastating crop failure in Europe. 

It is no longer the fashion to ascribe the recent great 
“boom” in American prosperity to the Dingley Tariff. 
Political platforms occasionally make the claim, but 
there are two reasons why serious thinkers disregard it. 
One is that the similar increase in duties by the McKinley 
Tariff of 1890 was followed, not by prosperity, but by 
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disaster. The other is that our later industrial recov- 
ery found expression chiefly in an enormous export trade. 
If higher import duties had any influence on that, they 
must have checked it, because raw materials used in 
exported manufactures were now taxed more heavily, 
and because, all other things being equal, restriction of 
imports through such taxes normally curtails the move- 
ment of exports sent in exchange for them. But the 
case of Europe’s harvests was another matter. 

We have seen that, although the Indian wheat crop 
failure of 1896 made a great hole in the world’s supplies 
and caused an immediate rise in the price of wheat, never- 
theless Europe itself raised in that year a crop of good 
proportions. What happened in 1897 was, first, that 
a scorching drought in France cut down the season’s 
wheat yield in that country 93,000,000 bushels from 1896; 
next, that a wet harvest reduced the Russian crop nearly 
80,000,000 bushels; and, finally, that a season of storms 
flooded so disastrously the Danube Valley that Austria 
and the Balkan States gathered less wheat by 127,000,000 
bushels than in the preceding year. The whole European 
crop fell short of 1896 by 350,000,000 bushels,—a loss 
of no less than 30 per cent. Had the American harvest 
of 1897 remained at the figures of the year before, a great 
disaster would have befallen Europe. This country’s 
fortune had, however, stood it in good stead. The high 
price of wheat in the autumn of 1896 had encouraged 
farmers, the country over, to plant more wheat in the 
ensuing spring. This increase amounted to nearly five 
million acres. Weather conditions in the United States 
were favorable throughout the season. The resultant 
crop ran 103,000,000 bushels ahead of 1896, and was, 
with one exception, larger than any previously harvested. 

Under the circumstances, it was sold at extraordinarily 
good prices. By August “dollar wheat” was touched 
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again on the Chicago Board of Trade, for the first time 
since 1891; and the price was maintained throughout 
the ensuing season. At this price, consuming Europe, 
with its supplies already depleted by the Indian failure 
of the year before, bought our wheat in quantities quite 
unprececented. During the twelve months after the 
harvest of 1896 the United States exported, in grain 
and flour, 83,000,000 bushels of wheat. In the same 
period, after the 1897 harvest, the export was 150,000,000. 
The value of the season’s exported grain increased no 
less than $122,000,000. One result of this notable trade 
incident was the import, during the same twelve months, 
of $120,000,000 gold,—the first natural movement of the 
- kind in this direction since the autumn of 1891. Di- 
rectly, this inflow of gold, which was lodged with the 
Treasury in exchange for notes, caused a rise in the gov- 
ernment’s gold reserve from the $44,700,000 of February, 
1895, and the $100,900,000 of August, 1896, to the hand- 
some figure of $245,000,000 in the middle of 1898. That 
is to say, while the “hundred-million-reserve” against the 
greenbacks had been continuously impaired between 
1892 and 1896, the Treasury reserve, only two years 
later, had risen to the highest figure ever reached in the 
government’s history. 

It need hardly be pointed out that this position 
made possible the success of the gold-standard act in 
1900, as it certainly would not have been possible in 
1896. The act of 1900 required, first, establishment of 
a fund of $150,000,000 gold to insure redemption of the 
notes of the government. Next, by the facilities which 
it opened for the establishment of new national banks 
(their number, since the enactment of that law, has in- 
creased 1,873, their capital $163,000,000, and their re- 
serve $165,000,000) it created a new demand for cash, 
to be held in such reserves. Since increase of govern- 
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ment paper money had been stopped by the Repeal of 
the silver-purchase Law in 1893, it followed that this 
new demand for reserve money must be met from im- 
ported gold. In short, nature helped out the later stat- 
ute of currency reform, as it did the Specie Resumption 
of 1879. In both cases it was a European famine and 
a bumper crop at home which lifted us happily over the 
rough places of the road. 

I have described in detail this remarkable incident of 
1897, because it is always, and not incorrectly, mentioned 
as a salient factor in the ensuing trade revival. But it 
is necessary, at the same time, to keep in mind that one 
great agricultural windfall of this sort does not make 
the history of the next half-dozen years. Something more 
is required for that; and, now that we understand clearly 
what happened in 1897, it will be easier to determine 
the influences which carried along the movement o 
prosperity. 

We have seen how the export of our wheat to famine- 
stricken Europe piled up our export trade and reversed 
our situation on the international market. The wheat 
was the primary influence; but scarcely less important 
was the revival in general trade, shown by the increase 
in bank exchanges, which amounted during the first 
half of 1898 to 30 per cent. over 1897. It was natural 
that this increase should have been greatest in the grain- 
growing West, to which accrued the first benefits of the 
successful harvest; and it was natural that, as domestic 
trade expanded, and with it the demand for money, capital 
should be drawn from abroad to keep the busy wheels 
in motion. Now, however, a more novel and dramatic 
episode of the American trade revival came in sight. 

It was not until the close of 1897 that people began 
to hear, by way of Europe, of “the American invasion.” . 
This matter came to the front, as a topic of discussion, 
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in a remarkable speech delivered at Vienna that Decem- 
ber by the Austrian minister of foreign affairs, Count 
Goluchowski. It was asserted in this speech that “the 
destructive competition with trans-oceanic countries re- 
quires prompt and thorough counteracting measures, 
if the vital interests of the European people are not to 
be gravely compromised.” “European nations,” he con- 
cluded, “must close their ranks and fight, shoulder to 
shoulder, in order successfully to defend their existence.” 
The Continental press at once indorsed this view of the 
commercial situation. Somewhat later it was declared, 
in the French Chamber of Deputies, that the talk of the 
Yellow Peril, by which had been meant the prospective 
ruin of European industry through cheap Oriental labor, 
must now give place to recognition of the much more 
serious American Peril. 

Directed as it obviously was at the United States, 
what did this singular diatribe mean? Certainly, neither 
Austria nor Europe at large could have been protesting 
against the “ American invasion” of Europe’s grain market; 
for that, in 1897, was Europe’s only alternative to famine. 
It did not require long to discover that Count Goluchowski 
had his eye on our export of manufactures. The volume 
of these exports was practically stationary in the eight 
years between 1882 and 1890, and they increased very 
slowly after that. In the hard times after 1894, 
however, when there seemed little hope in a domestic 
market, our manufacturers began to look abroad. As 
we have seen in noticing the iron trade figures, even as 
late as 1897, great stocks of unsold goods had piled up 
after every effort to stimulate home production. Now 
it so happened that, while our own markets were passing 
through that period of despondency, Europe’s were re- 
viving rapidly. It is possible that the great increase 
in South-African gold production—the output was $30,- 
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000,000 in 1893, $44,000,000 in 1895, and $60,000,000 
in 1897—had something to do with this. But it must 
also be noticed that Europe’s shock of financial liquida- 
tion occurred in 1890, three or four years earlier than 
ours, and that European industry, therefore, was nat- 
urally earlier in recovering. At all events, industrial 
revival was under way by 1895, in England and on the 
Continent; and by 1897 it had assumed the dimensions 
of a “boom.” Into the particulars of that movement 
I have not time to go: it is enough to say that Germany 
led in the activity, that England followed, and that it 
centred on the iron and copper industries,—the one be- 
cause of new construction called for, the other because of 
electrical equipment. 

I have shown what was our own manufacturers’ posi- 
tion. Prices were low, wages were low, material was 
abundant, the struggle for profits had sharpened the eye 
for improvements and economies. The one thing needed 
was an expanding market. At home there was none as 
yet; but here, in foreign states, had suddenly arisen a 
demand for manufactured goods so urgent that at the 
moment English and German manufacturers could 
hardly fill it. Our people would scarcely have shown 
themselves possessed of Yankee shrewdness, had they 
neglected the opportunity; and they did not neglect it. 
They were, in fact, in a peculiarly favorable situation 
to take advantage of it. The raw material lay almost 
at the doors of our factories. Skilled laborers, chafing 
after their four-year period of partial idleness, could be 
had at once and in quite sufficient number; and orders 
from home consumers were so light that scarcely half 
the producing capacity of well-equipped mills was being 
used for the domestic trade. Our manufacturers took 
foreign orders for prompt delivery which the English and 
German mills were simply unable to accept. They fol- 
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lowed this up by sales on terms with which the foreigners 
could not compete. We sold our goods, not only in the 
so-called neutral markets, but in the English and Con- 
tinental cities. The result was that between 1893 and 
1899 our export of manufactures actually doubled. They 
were $158,000,000 in the one year, and $339,000,000 in 
the other; and they increased a hundred millions more 
in the fiscal year 1900. During the fiscal year 1897, 
shortly after which Count Goluchowski made his speech, 
we had enlarged our steel and iron exports by $16,000,000. 
They: were $57,000,000 in that year, and we more than 
doubled the figure in the next three years. 

It is plain enough, from the facts which I have re- 
called, that there was nothing mysterious about this 
American invasion, and certainly nothing harmful. If 
we had so flooded Europe with cheap iron and steel that 
its own manufacturers lost their market, the case might 
have been different. But nothing of that sort happened. 
During the five years between 1894 and the stopping of 
Europe’s industrial boom in 1899, by the Boer War 
and the German bank panic,—years in which we were 
enlarging our output and export of manufactured steel,— 
Great Britain’s annual steel production rose from 3,210,- 
000 tons to 5,000,000, Germany’s from 3,641,000 to 
6,250,000. Both nations found it difficult to keep up 
with orders, and the price of steel went on advancing 
all the time. If Count Goluchowski’s American inva- 
sion had not intervened, some foreign contractor who 
wanted steel at once would have had to do without, just 
as some European peasant would have had to go hungry 
in 1897 but for the famous American wheat crop. The 
nature of this situation of 1897 and 1899, in manufactured 
exports, should be carefully kept in mind, because it 
was a very different situation from that which now exists. 
Our exports of manufactured goods for the fiscal year 
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ending last June were in value the largest of our his- 
tory. They footed up $452,000,000, whereas even in 
the fiscal year 1900, at the climax of the European boom, 
they were only $433,000,000. But the past year’s steel 
exports went in close competition with Europe’s own 
manufactures, and they were sold at prices below what 
American buyers had to pay. Within six months, while 
American rails could not be obtained by American rail- 
ways under $28 per ton, they were sold to Canada and 
Asia Minor for $20. There would be some point to the 
Austrian foreign minister’s warnings in 1904. There 
was none in 1897, because our manufacturers made no 
such concessions. It is possible that the Austrian states- 
man, frightened at our capacity for production and 
competition, was only looking far ahead. 

This brief review may serve to make clear what were 
the influences under which the upward swing of American 
prosperity gained its first impetus. The outside world 
had to buy a much larger quantity of agricultural prod- 
ucts, and we had a much larger quantity to sell to it. Its 
own manufacturers could not produce the merchandise 
needed to meet the demands of Germany, Russia, and 
the younger states. Our manufacturers were able not 
only to supply the deficiency, but to compete on equal 
terms. Under the circumstances, not only did the vol- 
ume of our grain and cotton and manufactured exports 
increase, but their average value rose. It is easy to see 
why, under such conditions, our total export trade, cross- 
ing the billion-dollar mark in 1897, should have arisen 
to $1,300,000,000 in 1898, to nearly $1,500,000,000 in 
1900, and to $1,600,000,000 in 1901. Stimulated by this 
great outside demand, our trade activity and our indus- 
trial profits rose to extraordinary figures. 

Nothing seemed capable of checking them, though 
they had some rude shocks to sustain. The Spanish War, 
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which broke out in April, 1898, for a month upset com- 
pletely all the financial markets. Our situation on in- 
ternational exchange, however, was so strong that the 
very first thing the country did, before the war broke out, 
was to draw $60,000,000 gold from Europe to protect 
our bank position. The war was quickly over. We 
had, also, a demonstration of the new strength of our 
home resources. The $198,000,000 war loan was taken 
by home subscribers, and went instantly to a premium. 
Partly in connection with the war, wheat went to prices, 
early in 1898, never but once exceeded in twenty-nine 
years. This was a corner, which broke down as corners 
usually do; but it was unlike many corners, in that it 
occurred when the American farmer still had plenty of 
wheat to sell, and when he received the benefit of the 
corner prices. Our wheat crop of 1897 was the second 
largest ever harvested in this country. The crop of 
1898 was much the largest on record, and that of 1901 
was 10 per cent. larger still. Europe continued to buy 
heavily, though her own crops resumed their normal 
magnitude; and thus the tangible prosperity of the grain 
States and the volume of export trade in that direction 
were maintained. In so far as American invasion meant 
simply increase of what this country sold to the outside 
world, its progress was most extraordinary. The import 
trade expanded also, but it did not keep pace with ex- 
ports. In the fiseal year 1893 our imports exceeded ex- 
ports by $18,700,000. In 1897 the excess of exports 
was $286,000,000. The next year it was $615,000,000. 
This abnormal accumulation of foreign credits had 
some strange results. First, the pressure of domestic 
capital on our home investment markets raised prices 
to unexpected heights. As a result, foreign holders of 
our securities sold them back; and Europe was practi- 
cally drained of American stocks and bonds. Then, for 
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the first time in our history, we began to lend to Europe. 
The Boer War broke out in October, 1899. English 
markets were in confusion; and our bankers bought 
from the Exchequer, first and last, nearly $100,000,000 
British government securities. The German government 
sold us $20,000,000 of its new bonds in 1900, and we lent 
some $10,000,000 more to Continental cities. Yet the 
“foreign balance” continued to accumulate. At the 
close of 1900 it was estimated by international bankers 
that this country still had a credit fund of at least $200,- 
000,000 outstanding on Europe’s money markets. It 
was, as I well remember, a very common query at that 
time, in the best-informed financial circles, what was 
to be the outcome of this wholly unprecedented situation. 
Some people predicted that it would mean investment 
of our overflowing capital, on a rapidly increasing scale, 
in foreign enterprises. It was then that the prophecy 
was so often heard that New York was destined to dis- 
place London, if it had not already displaced it, as the 
financial centre of the world. On the other hand, the 
Wall Street community, which took the speculators’ 
view, predicted that the price of outstanding American 
securities, under this pressure for investment, would rise 
to unheard-of heights. Neither of these things happened 
exactly as was predicted, but what did happen was, 
as we shall presently see, quite as startling as either 
prophecy. 
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II. Inruatep CaprraLizATION, AND THE MANIA OF 
SPECULATION IN 1901. 


The situation in which the American community found 
itself by 1900 was one which arises at intervals in all pros- 
perous modern states; but its characteristics were em- 
phasized, on this occasion, in a very unusual way. There 
are certain phenomena which always present themselves 
in what is popularly called a financial boom. Business, 
first, must have been prosperous in the community as a 
whole. Farmers, manufacturers, merchants, and profes- 
sional men will, as a rule, have been making money and 
laying by a surplus. This surplus will have grown to 
large proportions because the memory of recent hard 
times will have been distinct enough to encourage the 
laying by of more than usual against a rainy day. Dur- 
ing the first years of returning prosperity, therefore, all 
classes of the community practise economy, and this is 
what the American people as a whole were doing during 
the really good times of 1898 and 1899. For a time the 
same reminiscence which keeps people, under such con- 
ditions, from spending their increased profits in increased 
living expenses, keeps them also from investing their sav- 
ings freely. There is a very unpleasant recollection of 
what happened to the money put into land and merchan- 
dise and securities a few years before. In default of such 
investment the community’s rapidly growing surplus 
capital is now placed on deposit with the banks, and by 
them is offered in the general money market. That mar- 
ket, on the other hand, is always surrounded by a great 
body of speculators—some of them shrewd and experi- 
enced business men, others mere gamblers—who watch 
for signs of a change for the better in conditions govern- 
ing intrinsic values, and who, when they see such indica- 
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tions, borrow from the abundant deposits of the banks, 
and invest what they borrow in the market, in hope of 
realizing later to advantage. 

Under their purchases, prices rise in all investment 
markets. The real owners of this surplus wealth, seeing 
the action of the markets and tired of leaving their own 
money idle, gradually regain courage and begin to invest 
on their own account. We call this return of public con- 
fidence. Sometimes both speculators and public will have 
gauged the situation wrongly. Then they lose, as they did 
in the short-lived “booms” of 1890 and 1895. But we 
have seen in how singular a way the elements going to 
make up real prosperity continued to operate in the period 
which we are studying. The great grain crops, in high 
demand at home and at export points, gave business to 
the railways. The prosperous farm communities, which 
had been stinting themselves through years of adversity, 
made heavy purchases of farm machinery and household 
goods. This new demand gave orders to manufacturers, 
on the one hand, and traffic to the railways, on the other. 
Incorporated enterprises, therefore, whether railway or in- 
dustrial, showed largely increased business and paid large 
dividends. All this time the surplus capital in the public’s 
hands was increasing, and the field for its permanent in- 
vestment grew more and more inviting. It will inevitably 
follow, human nature being what it is, that an investment 
movement will, under such conditions, expand to great 
proportions. 

This is a very old story, familiar to every business man 
and student of economics. It describes the financial 
movement between 1899 and 1901, but it describes it no 
more accurately than it does Germany’s “industrial 
boom” of 1897 or England’s “ Kaffir craze” of 1894 or 
the “railway mania” of 1844 or the great American land 
speculation of 1836, or, for that matter, a score of inci- 
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dents in the financial history of every modern state. The 
tracing of this chapter of causes and consequences, how- 
ever, is specially interesting in the case of our recent 
financial history, because the magnitude of the forces be- 
hind the great speculation of 1901 were almost unparal- 
leled. 

I showed, in the first part of this article, to what extent 
the prosperity of the United States, and its rapid accu- 
mulation of new capital, had progressed. We saw how 
this capital, gathering confidence and pressing on all in- 
vestment markets, had not only raised prices of our 
own securities to unexpected heights, and bought back 
from Europe the bulk of American investments in for- 
eigners’ hands, but had overflowed into such quarters as 
British consols and German treasury bonds. But, after 
all this, a huge credit fund was still left uninvested on 
home and foreign markets. At such times, people always 
wonder what is to be the outcome, and the outcome is 
always the same. The public has the money, and is eager 
to invest it: the banking community provides new securi- 
ties as a field for such investment. These new securities 
may be good or bad, sound or fraudulent. They may 
be new enterprises or old enterprises recapitalized. They 
range in character all the way from worthless zine and 
copper mines or “syndicates” promising 25 per cent. on 
money left in their hands, to use as they see fit, to issues 
of refunding bonds by a government in high credit. All 
of these applicants appeared on the scene in 1899 and 
1900. But the great banking houses, with their hand on 
the public pulse, knew that this was mere trifling with 
the resources at command. The reservoir of American 
capital seemed inexhaustible: it filled up on one side 
faster than it could be drained into these various enter- 
prises on the other. It was then that the scheme of re- 
capitalizing American industry was conceived. 
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This enterprise interweaves itself with the trust ques- 
tion, into which, on its purely economic side, I have no 
time to enter here. What concerns us, in our present 
study, is the working-out of the investment process. 
There were, we will say, a dozen mills .in a given industry, 
doing good business and earning 10 to 20 per cent. per 
annum for their owners. The promoter—a name which 
now grew familiar on all American markets—asked the 
owners to name a selling price. Naturally, as their own 
retirement from business was involved, the price the 
owners fixed was high. A banking syndicate would be 
formed, however, to provide the money requisite for the 
purchase, and for a handsome payment to the middleman. 
Thus acquired, the manufacturing plants would be com- 
bined and incorporated under the name American Milling 
Company or United States Spinning Company or Inter- 
national Weaving Company, and the stock would be 
offered to the public. 

As it turned out and as the bankers had expected, the 
public was in exactly the mood to respond to the in- 
vitation. The shares were readily absorbed: other com- 
binations followed. Still, the investment fund showed no 
symptom of exhaustion. Presently the more venture- 
some spirits among promoters began to combine these 
already large industrial combinations into a single com- 
pany, and to sell the stock of that, at inflated valua- 
tions, to the public. This would have been a step too 
far but for the fact that profits of manufacture, notably 
in the steel and iron trade, went on increasing faster than 
promoters could turn their expectations into stock. One 
notorious expert in this business, Mr. John W. Gates, who 
rose from the sphere of travelling salesman of a wire- 
making firm to the leadership of a great combination 
in the steel trade, was asked on the witness-stand, in 
March, 1902, to describe the history of his amalgamations. 
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They began, he said, by the combination of seven wire 
factories in Illinois into one corporation, which was 
called the Consolidated Steel and Wire Company. Two 
months later this company was bought up, along with 
seven more mills, by the American Steel and Wire Com- 
pany of Illinois, which issued $24,000,000 stock. This 
was in 1898. Early in 1899 Gates organized the Ameri- 
can Steel and Wire Company of New Jersey, which paid 
$33,600,000 for the Illinois Company’s $24,000,000 stock, 
added eleven other wire plants; and issued its own stock 
in the comfortable sum of $90,000,000. The witness was 
asked what had become of $26,000,000 stock whose des- 
tination was not accounted for, and said he did not know. 
You may perhaps suppose that this wholesale “watering”’ 
of capital would at least have led the investing public 
to bid a low price for the inflated stock, but it did not. 
Of the $90,000,000 stock thus issued in this later “ water- 
ing” process, $40,000,000 was preferred as to dividend. 
It started out on the Stock Exchange at $94 per share, 
rose in two months to $106, and sold at $112 a year or two 
afterwards. The $50,000,000 common stock, all of which 
was virtually given away as a bonus in the “deal,” started 
at $45 per share, and in two months actually rose to $92. 

This was a fairly typical case. How far this move- 
ment of incorporation went may be judged from the fol- 
lowing figures. In the first three months of 1899 new 
industrial companies, with a total capitalization of no less 
than $1,586,000,000, were incorporated in this country. 
During the full year 1899 the total rose to $3,593,000,000, 
of which respectable sum $2,354,000,000 was the common 
stock, which by frank confession of promoters, then and 
afterward, was simply “water.’’ We have already seen, 
however, how seriously the investing public took even 
these common shares. They did, in fact, show particular 
favor to them, for the reason that their relatively lower 
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price roused the bargain-counter instinct. Furthermore, 
in the immense industrial expansion of the period, these 
very common stocks, representing the inflated capitaliza- 
tion of concerns which in not a few cases had been bank- 
rupt four or five years before, were very generally receiv- 
ing diyidends. 

It must not be supposed that this series of amazing 
capital flotations—to use a barbarism of the English 
market—was placed without occasional friction, interrup- 
tion, or inconvenience. The Spanish War, with its politi- 
cal and financial uncertainties, arrested the movement in 
1898. It was checked again, in the autumn of 1899, by 
the outbreak of the Transvaal War, the embargo on South 
Africa’s gold production, the severe disturbance of the 
English money markets, and the downfall of Germany’s 
industrial speculation. The sequel to this change in finan- 
cial Europe’s situation was far-reaching, and we have not 
even yet shaken off its consequences. I have shown 
how important a part was played in the rise of our 
manufacture and export of steel and copper by this Euro- 
pean boom. Now the demand from that quarter was 
suddenly cut off. Instead of inquiring urgently for our 
manufactured goods, to fill a demand which its own mills 
could not meet, Europe experienced so sudden a collapse 
in its home demand that its own manufacturing plants 
began to compete with one another for what was left of 
the business, and to cut prices in the competition. Our 
markets naturally felt the shock. Early in 1900 export 
orders decreased, and there began a great decline in the 
price of iron. 

This last phenomenon, a familiar sign of general trade 
reaction, came into view on the eve of another Presiden- 
tial contest, when Mr. Bryan forced a reluctant Democratic 
convention to declare for the second time for free-silver 
coinage. Few intelligent people could be found, under 
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the prevalent conditions, to predict his victory; and, in 
fact, McKinley’s November majority in the electoral college 
rose from the 95 votes of 1896 to 137 in 1900, while his 
plurality, on the popular ballot, increased from 602,555 
to 864,688. Bryan, who had carried 22 States in 1896, 
carried only 17 four years later. Nevertheless, so long as 
the contest was in doubt, American industry was held in 
check, and the movement of capital absolutely halted. 
It had reason to halt, because, quite apart from the 
electoral uncertainty, there was enough in the European 
situation, in the sudden vanishing of the foreign demand 
which had done so much to build up our export trade, 
to cause some uneasiness over the future. Where were 
our manufacturers now to sell their heavily increased out- 
put? But what had not been fully taken into reckoning 
was the capacity of the demand from American con- 
sumers to replace this partial loss of the foreign market. 
It was not, indeed, until this advantageous outlet onto the 
outside market seemed to have disappeared that the re- 
markable consuming power of the United States itself was 
fully appreciated. It was not only true that individuals, 
in the flush of material prosperity, were buying necessities 
and hixuries with increased freedom. Even in this direc- 
tion there was a general tendency which approached ex- 
travagance. But a still more powerful demand came from 
the industries themselves. Iron, for instance, which had 
sold for $15.45 per ton in the autumn of 1894, brought 
$29.50 at the close of 1899; that is to say, its price had 
nearly doubled, and such a market necessarily brought 
about construction of new plants and enlargement of 
those already in the field. Iron, for such construction, 
was bought from existing mills. The same stimulus ran 
through every other trade. An extremely large demand 
for new material came from the railways. In 1894 com- 
panies representing one-fourth of the railway capitaliza- 
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tion of the United States were bankrupt, and bankrupt 
railways are not likely to keep their track and cars and 
stations and locomotives in good condition. It was the 
railway industry which had first felt the influence of the 
great grain harvests of 1897, because it was the railways 
which had to carry the produce of the farmers to the 
coast. Naturally, they were in no condition to handle 
easily this enormous trade in 1897, and, as their profits 
and credit went on rising, in the subsequent good times, 
their immediate task was physical reconstruction of their 
property. What they spent on this, as compared with 
three or four years before, may be judged from the new 
railway securities which were sold in the investment 
markets to procure the money. In 1898 they put out 
$67,000,000 worth of stock and bonds, mostly for such 
purposes; in 1899, $107,000,000; in 1900, $199,000,000; 
in 1901, $434,000,000; and, in 1902, $527,000,000. 

This annual increase, which was due in the main to 
increased purchase of manufactured goods, gives a fair 
idea of the extent to which the expanding home demands 
made up, after 1899, for a decreased export trade. In 
this case the iron industry got most of the benefit, but in 
a less degree all other industries shared in the expanding 
trade. With a larger business, profits of the industrial 
combinations grew larger, and the public, seeing these in- 
creased earnings, grew still more eager to invest in their 
shares. This was the situation which preceded and 
created what I may call the explosion of speculation at 
the beginning of 1901,—a period which will possibly, here- 
after, have as conspicuous a place in the curious reminis- 
cences of finance as the South Sea Bubble of 1720 and the 
railway craze of 1844. Its underlying causes were, indeed, 
identical with the causes of those older episodes, and the 
principal phenomena of each was the immense amount of 
new stock issued, the eagerness of the public to buy it, 











196 QUARTERLY JOURNAL OF ECONOMICS 


and the rapidity with which people who bought found 
the value of their holdings rising. The situation of 1901, 
in short, was one which turned men’s heads. The coun- 
try seemed to have reached a pinnacle of prosperity from 
which nothing could dislodge it. The profits of our in- 
corporated enterprises seemed to have no assignable limit. 
American capital pressed upon every avenue of invest- 
ment. The most reckless and foolish speculation was apt 
to achieve success. Looking at the matter philosophically, 
we cannot wonder that the word went forth, in financial 
circles previously noted for conservatism, that old 
precedents of finance were obsolete, that it was no 
longer necessary to judge the present and future by the 
past. 

The climax of this great speculation came from a pecu- 
liar cause, which, I think, we shall understand in the light 
of what we have already considered, but which the in- 
vesting public of that day did not understand at all. It 
became evident, at the close of 1900, that something more 
than buying by investors was at work in the Stock Ex- 
changes. On one stock after another, a buying movement 
would converge which seemed to be utterly indifferent to 
prices, and which was accompanied by trading of quite 
unexampled volume. It was presently evident that what 
was going on was the purchase, at extravagant prices, of a 
controlling interest in the shares of railway and industrial 
companies. The public inferred, from what it saw, that 
these purchases were being made on their own account by 
men of boundless wealth, who were merely investing their 
private capital. Such a supposition naturally drew the 
investing public into the whirl of speculation: first, in 
order to make its own investments before prices should 
go beyond its reach; second, in the hope of selling out at 
the much higher prices which the rich men’s purchases 
were expected to bring about. 
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But the public was wholly mistaken as to the nature 
of the movement. What actually was happening was 
this. People connected with one corporation would bor- 
row large sums of money, and use that money to buy up 
shares of another subsidiary or competing corporation. 
They were buying, however, not for themselves, but for 
the company with which they were identified; and their 
purpose was, as soon as the property had been obtained, 
to hand it over, issue new stock or bonds of their own 
corporation, sell such securities to the public, and use the 
proceeds to reimburse themselves, with a handsome bonus. 
There was the famous case, for instance, of the Chicago, 
Burlington & Quincy Railway. This company’s stock, 
amounting to $110,000,000, sold at the end of 1900 for 
$144 per share, which was considered by most people 
rather high. People identified with the Northern Pacific 
Railway bought up the stock at a seemingly reckless rate, 
pushed up its price above $180, and then announced that 
a bond would be issued by the Northern Pacific & Great 
Northern Companies to pay $200 a share for the whole of 
the ‘Burlington stock. These bonds were later sold on 
the open market, the result, of course, being that the 
supply of securities on the market was increased by some 
$50,000,000. The same process occurred in half a dozen 
other railways, the usual expedient being the issue of what 
was now called a “collateral trust bond.” This con- 
venient instrument was really a very simple thing. Stock 
of another company—sometimes all of it, sometimes a 
bare majority—was bought for a corporation. That cor- 
poration thereupon issued bonds for the cost of purchase; 
but those bonds, instead of being, like other mortgage 
issues, @ lien on the franchise and road-bed of the issuing 
company, were merely secured by pledge of the stock 
which had been bought. 

When it was found that the public readily bought these 
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bonds, the device was followed by another, not altogether 
new, but never before applied on such a scale. A com- 
pany would be chartered for no definite purpose except 
to hold the shares of other companies. Having bought up 
these shares or acquired them through exchange, it issued 
its own stock to foot the bill. The public bought this 
stock, as it had bought the collateral trust bonds, and 
there seemed no limit to the scope of the operation. It 
was then that Mr. Morgan, during March, 1901, formed 
his “billion-dollar steel trust.’”” That was a “holding 
company,” which gained possession of the whole share 
capital of ten other huge combinations in the trade, and 
issued its own great mass of stock to pay for it. Per- 
haps the climax of this movement was attained when a 
group of promoters, having sold out their own properties 
at an enormous profit to the steel trust, used the proceeds, 
along with certain heavy borrowings, to buy control of 
the $75,000,000 stock of the Rock Island Railway. To 
keep control of this, they had to continue borrowing from 
their bank,—an expedient which was awkward and not 
wholly safe. What these ingenious people did then was 
to organize a Rock Island holding company, which issued 
$75,000,000 collateral trust bonds and $117,000,000 stock. 
The bonds were used by the promoters to buy up the rail- 
way stock in their own possession. As bondholders do 
not elect a management, control of the railway now rested 
in the shares of the holding company which had issued 
the bonds. To make the job complete, it was provided 
that virtually only the preferred stock, which was less 
than half of the $117,000,000 issue, should have a voting 
right. Thus, in exchange for their old Rock Island Rail- 
way stock, which they dared not sell, these gentlemen re- 
ceived 100 per cent. in bonds, which they did not need to 
keep, and about 150 per cent. in new stock, of which more 
than half could safely be sold without losing control of 
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the property. But here, too, it will be observed, the in- 
vesting public was deluged with new securities. 

In short, this whole procedure amounted simply to in- 
flating enormously the supply of stocks and bonds offered 
to the investing public, without any increase whatever in 
the real property behind them. The promoters of these 
enterprises were not so foolish, even in those times of fi- 
nancial mania, as to neglect precautions against the possi- 
ble gorging of the public’s appetite. It wds dangerous 
even for a millionaire to make such purchases on his own 
account when he might not be able to sell the new securi- 
ties given him in exchange. Early in 1901, therefore, 
began the formation of “underwriting syndicates,’ com- 
posed of numerous strong financial men and institutions, 
who guaranteed the sale of the new stocks and bonds, 
contracting to take the securities themselves if the public 
would not take them. The arrangement was not new. 
Such syndicates had long been formed, even in case of 
bond issues by governments. But it was a pure inflation 
scheme, to support which the syndicates of 1901 were 
formed. Therefore, very large inducements had to be 
offered. The syndicate formed in 1901 by Mr. Morgan, 
to guarantee the sale of that part of the billion-dollar 
steel trust capital which went to the general public, con- 
tributed $25,000,000 cash. A year later it received back 
in cash all of its contribution, with 200 per cent. addi- 
tional. Nothing could be imagined better fitted to whet 
the promoter’s and speculator’s appetite. 

The speculating public, to begin with, lost all restraint. 
A stream of excited customers, of every description, 
brought their money down to Wall Street, and spent 
their days in offices near the Stock Exchange. Two or 
three years before, it was called a good day’s business when 
400,000 shares of stock changed hands on the exchange. 
In April, 1901, the daily record rose to a million shares, 
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to two million, and finally to three million and a quarter. 
Estimating the average price of stocks at that period at 
$60 per share,—an inside figure,—you will see that the 
3,200,000 shares of April 20 meant that from some quarter 
$192,000,000 worth of stocks were bought. The news- 
papers were full of stories of hotel waiters, clerks in 
business offices, even doorkeepers and dressmakers, who 
had won considerable fortunes in their speculations. The 
effect on the public mind may be imagined. 

While the rise in prices had this effect on the general 
public, promoters with stocks of new enterprises to float 
were equally spurred to inflation. The phrase, “think- 
ing in hundred millions,” which had its origin in that 
period, fairly described the state of things. I happened 
at the time to know personally of one undertaking which 
its promoters wished to float with a capital of $750,000. 
The banking house to whom they applied advised them 
to make the capital two millions, and they didso. Bankers 
in high standing asked and received commissions as. high 
as five million dollars for managing some of these opera- 
tions, and still the original proprietors who sold out to 
the combinations received prices of which they had never 
previously dreamed. There were scores of instances, but 
perhaps the most remarkable was one which occurred 
when the craze was at its height,—the effort to buy up 
and combine into an American corporation all the impor- 
tant steamship lines running between England and this 
country. When control of such old English enterprises 
as the White Star and Leyland lines was secured, partly 
for cash and partly through the $112,000,000 stock and 
$50,000,000 bonds of the International Mercantile Marine, 
an angry outcry arose in England. But the chairman, 
at the ensuing annual meeting of the Leyland Company, 
flatly told the shareholders that the offer made was so 
high that no stockholder had a right to refuse it. As a 
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matter of fact, every one familiar with ocean navigation 
business now admits that the price at which these com- 
panies were acquired was absolutely senseless. 

A movement based on such inflation of values is certain, 
sooner or later, to break down. It has two inevitable pit- 
falls in its way. One is encountered when the limit is 
reached of the investing public’s purchasing power; the 
other, when borrowings for such purposes have so far 
strained the resources of the money market that the banks 
can lend no more. The public’s buying capacity had been 
pretty severely strained already; but, as we have seen, 
the danger of collapse from that quarter was guarded 
against by employing powerful syndicates who contracted 
to take such of the new securities as the public rejected. 
Part of the money pledged by these syndicates was capital 
in the hands of deposit institutions, and contributed by 
those institutions as direct subscribers to the “deal,” in- 
cluding, I am sorry to say, the funds of some life insurance 
companies. The rest of the syndicate money was bor- 
rowed. What perplexed such observers as retained their 
senses, and who knew that these syndicates were borrow- 
ing, was the absence of any sign of serious strain on the 
resources of the banks. The reason was discovered later 
on. A great part of the capital needed to pursue these 
promoting schemes was raised in Europe, on the credit of 
international banking houses. I have previously shown 
that at the end of 1900 this country’s “foreign credit 
balance,” as a result of its remarkable export trade, was 
estimated at not less than $200,000,000. By the middle 
of 1901 it was figured out by competent experts that not 
only had this great credit been entirely wiped out by the 
drafts of our banking houses, but that a floating debt to 
Europe, footing up nearly as much, had been created. 
Our bankers had, in fact, borrowed heavily in London, 
Paris, Berlin, Amsterdam, and even in the poorer Euro- 
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pean markets, like Vienna. Clearly, then, the whole situ- 
ation depended upon the attitude of these European 
lenders. 

We have already noticed the operation by which the 
Chicago, Burlington & Quincy Railway was bought up by 
the Northern Pacific and the Great Northern. Now the 
Burlington was more useful as a feeder and more danger- 
ous as a competitor to the Union Pacific Railway than 
to either of these two buyers. The Union Pacific asked 
to participate in the Burlington purchase, but the request 
was refused. What the Union Pacific then did was to 
start in quietly to buy control of the Northern Pacific 
itself. The existing Northern Pacific interests discovered 
this movement, and a very extraordinary episode ensued. 
Behind the Northern Pacific itself stood the Morgan in- 
terest, whose prestige was then at the highest point ever 
reached by a banking house. Behind the Union Pacific 
stood the Rockefeller interest, comprising undoubtedly 
the most powerful aggregation of capital in this country. 
Neither held a majority of the Northern Pacific shares. 
Both undertook to buy such control on the open market. 
As their bids in this contest rose from $110 to above $200, 
speculators sold them Northern Pacific stock, expecting 
to get it elsewhere for delivery. There came a day—May 
9, 1901—when the market discovered that contracts had 
been made to deliver more stock than was in existence, 
except in the hands of the two competing bidders. The 
stock, in other words, was cornered. Failure to deliver 
meant either payment next day of any price the buyer 
chose to exact as the terms of release or bankruptcy, of 
the seller. By this sudden freak of fortune, the logical 
outcome of the extravagant buying movement, every 
one lost confidence in values. Brokers caught in the 
Northern Pacific corner hurriedly threw over their other 
stocks to raise cash to protect themselves; and, while 
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the price of Northern Pacific rose to $1,000 per share, 
prices on the rest of the market went down in a general 
collapse. 

The “Northern Pacific corner” was really the end of the 
public’s great speculation, not because general ruin fol- 
lowed that episode, but because the shock broke the spell 
of the long illusion. If the end had not come in that way, 
it would have come in some other, the best proof of which 
is the now well-known fact that European banking houses 
which had loaned this mass of capital to the New York 
market were beginning to call it back. The manager of 
one of the largest Paris banking houses told me, some 
months later, that they stopped their American loans 
when the news of the purchase of English lines for the 
shipping trust was learned. In London it was a rather 
open secret that the Bank of England called a meeting 
of the London bankers to warn them against increasing 
their holdings of American paper. This was equivalent 
to notifying them to reduce such holdings, and reduction 
was the order of the day during many months after the 
May 9 panic. 

What followed is very recent history. The American 
market had on its side, when confronted with this heavy 
drain on its resources, one element of great strength,—the 
really great and growing prosperity of the country. It 
had against it one element of great weakness,—the fact of 
over-capitalization of new corporations and the existence 
of underwriting syndicates, holding with borrowed money 
masses of stock which the investing public would no longer 
buy. Our financial history since the spring of 1901 has 
been governed alternately by these two influences. The 
one made possible so quick a recovery from the panic of 
May 9 that neither the murder of President McKinley in 
the ensuing summer nor the failure of the autumn corn crop 
seemed to shake the situation. What did break down 












































204 QUARTERLY JOURNAL OF ECONOMICS 


the financial structure was the gradual recall of this for- 
eign capital, as the loans matured. To pay back the debt 
to Europe, new loans had to be raised from domestic 
banks. The raising of these loans made the position of 
the syndicates still harder. Finally, at the end of 1902 
the banks began to force a settlement. The underwriters 
were plainly caught in a trap. The stocks which they 
held had for some time been popularly known as “un- 
digested securities,”” which showed that the public under- 
stood the situation. A little later on it was James J. 
Hill, the author of the “Burlington deal,’’ who suggested 
the term of “indigestible securities.’ The syndicates 
began by selling their reserve investments of older high- 
grade stocks and bonds, and the market broke under 
their sales. Some of these syndicates, fairly forced to 
the wall, next threw on the market the underwritten se- 
curities, to get what they could get for them. 

They got very little, for along with this heavy selling 
came news most disquieting to investors. The hastily 
capitalized industrial corporations themselves began to 
raise signals of distress. For one thing their organizers 
had calculated that the amalgamated concerns could 
themselves, when they needed working capital, procure 
it from the banks, as the individual manufacturers had 
done before. They were, however, wholly mistaken, hav- 
ing quite overlooked the fact that discount of one manu- 
facturer’s paper by a neighboring bank, familiar with his 
character, history, and business methods, is a very differ- 
ent matter from discounting the paper of a company 
formed through buying out ten such manufacturers. 
This new concern must ask for ten times as much on its 
individual note, and it must do so when its character re- 
mains to be determined, when its history has just begun, 
and when its methods are either unknown or actually 
(as was the case with more than one new “industrial” in 
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1903) open to grave suspicion. But, even had these new 
concerns been most unexceptionable borrowers, the banks, 
with the European repayments and the syndicate loans 
upon their hands, were in no condition to oblige them. 
Some of the combinations, like the New England Cotton 
Yarn, which had been paying 7 per cent, dividends, called 
a cash assessment from their shareholders. The great 
steel corporation stopped dividends on its common stock, 
which had been paid since the company was organized. 

Other smaller combinations followed its example. The 
Consolidated Lake Superior, a $100,000,000 iron trade com- 
bination, which had also been paying 7 per cent., went sud- 
denly into bankruptcy. The United States Shipbuilding 
Company, which sold its bonds on the assurance that for- 
eign investors were buying both them and its $50,000,000 
stock, was placed in the hands of receivers, with an ex- 
posure of humbug which was little less than farcical. Its 
promoters had never even approached great foreign 
bankers, but had been dealing with needy adventurers 
around the Bourse who had not the money to buy a ship. 
What the investing public did, in the face of these develop- 
ments, was simply to withdraw from the market. The 
real distress fell upon other quarters. It was appropri- 
ately called “the rich man’s panic.” 

But it spent its force. It was not a panic in the old- 
fashioned sense, because neither the banks nor the general 
public were in a dangerous position. There were very 
few failures during 1903, even on the Stock Exchange, 
and none was of the first importance. The half-dozen 
bank suspensions occurred only in cases where sound bank- 
ing principles had been flagrantly violated by weaker in- 
stitutions. On the other hand, the reaction did not stop 
with the collapse in Wall Street. It left its marks in 
other places than the Stock Exchange, and there were two 
or three months when the Eastern markets indulged in 
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a really serious trade reaction. We have seen how the 
steel and iron trade in particular, during the prosperous 
days of 1901, was helped by the public’s attitude towards 
new securities. Investors bought the new stocks and 
bonds of railway companies. The companies spent the 
proceeds for construction material. The result was the 
great demand on the iron industry. All this was now 
changed in the twinkling of aneye. The public, frightened 
by the sacrifice sales of their holdings during 1903, by 
the underwriting syndicates, and equally disquieted by 
the scandals which came to light in industrial finance, by 
the decreased earnings of the railways, and by the violent 
fall in stock exchange prices, refused to take any new 
securities. The Pennsylvania Railway, a company in the 
very highest credit, offered $75,000,000 of new stock to 
its shareholders in 1903, and fixed the price at $120 a 
share, when the old stock was selling in Wall Street at 
$157. Subscriptions were so small that the company had 
to employ a costly underwriting syndicate to save the 
operation from failure, and the old stock actually fell 
below the issue price fixed for the new. At the same 
time the billion-dollar steel corporation offered $50,000,000 
5 per cent. bonds to its shareholders at par. The share- 
holders did not subscribe a dollar. A syndicate had to 
take the entire issue, and the price of the new bonds on 
the stock market subsequently fell below $70. So sud- 
denly did the market for the new securities close down 
that a dozen large railway companies were left with ex- 
pensive outstanding contracts for improvements, money 
for which they had to raise by borrowing on temporary 
notes, at exorbitant rates of interest, in the foreign mar- 
kets. 

It was easy enough to see in this action of the markets 
the penalty for the wild financial excesses of 1901. But 
the public’s attitude involved something more than a fall 
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in stock exchange prices. If the railway companies could 
not raise money from investors to pay for new construc- 
tion, they could not spend it. Building enterprises, which 
had absorbed unusual quantities of structural steel, were 
in the same predicament. The result was a fall in the 
price of iron, which had been $29.50 per ton in 1899 and 
$24.25 even in April, 1903, to $15 before that year was 
over. In many cases, profits of manufacturing companies 
were cut in two, and the East believed the country to be 
in the toils of a serious trade reaction. 

And so it would have been, had our main dependence, 
as a support for the structure of paper credits piled up in 
the investment markets, been our manufacturing indus- 
try alone. These inflated enterprises had a heavy reck- 
oning. Its extent may be judged by the fact that the 
market’s valuation of the billion-dollar steel trust’s shares, 
which was $785,000,000 in 1901, actually fell to $350,000,- 
000 in 1903. Fortunately, the country had other sources 
of wealth to rely on, and they did not fail it in this emer- 
gency. The peculiar position of the world in general, and 
of this country in particular, in regard to agricultural pro- 
duction and consumption, was as marked in 1904 as in 
1897. We have not, it is true, raised as much wheat 
within one hundred million bushels as the country could 
have sold to Europe. But directly on the heels of a world- 
wide cotton famine, raising cotton prices to heights not 
reached in thirty years, has come the largest cotton crop 
in our history. The resultant great wealth has poured 
into the South, while a profitable market for corn and 
wheat has continued to enrich the West. This new in- 
dustrial windfall is already reversing the country’s finan- 
cial situation, which proves sufficiently what I said to 
begin with, that the real key to the American trade re- 
vival is the fact that the world’s consumption of such 
products has gone on increasing faster than production. 
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The result of this new turn in the situation since the har- 
vests of 1904 is seen in the rapid recovery in the volume 
of bank exchanges, in the great advance of stock ex- 
change prices since last July, perhaps even in Mr. Roose- 
velt’s remarkable majorities; for prosperity always inures 
at voting time to the benefit of the powers that be. Thus 
we have again before us the highly interesting problem 
of what our country, highly favored by nature and by 
the circumstance of the day, will yet achieve in its indus- 
trial development, on a more sane and normal basis. 

This is the interesting problem of the future. It will 
not be solved by such wild “over-discounting”’ as occurred 
in the financial markets of 1904, with its rather extraordi- 
nary sequel in December; and, in fact, experience gives 
little ground for expecting another industrial boom on 
the scale of 1901. Certain contributory conditions of 
that movement—such as the drastic economies of Amer- 
ican production, the low price of our raw material, and 
the insatiable demand of Europe for all our products— 
exist no longer. Even our wheat and flour exports, 
whose rise to 234,700,000 bushels in quantity and $215,- 
000,000 in value during the fiscal year 1898 had much 
to do with our powerful showing on international exchange, 
fell in the fiscal year 1904 to 120,700,000 bushels, valued 
at $104,800,000, and in the past few months have declined 
to{the smallest figure reached in thirty years. Nor is 
this a consequence of so temporary a matter as a single 
short-crop year. On the contrary, recent crops would 
have been called abundant five or six years ago, the in- 
fluences now at work in reducing exports being the actual 
overtaking of home production by home consumption, ex- 
cept_in years of abnormally large yield. This certainly 
does not indicate or foreshadow anything in the nature of 
calamity; but, like many other present phenomena, it 
shows that the particular causes of the great boom of 
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1899 and 1900 are not at hand to-day. As against this 
general conclusion, however, stand the important facts 
f that American finance is at bottom sound, the Ameri- 
can community is genuinely prosperous, and that the 
f consuming world’s demand for the commodities which 
we, beyond any other nation, produce is fairly at high- 


water mark. 
ALEXANDER D. Noyes. 
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FETTER’S THEORY OF VALUE. 
I, 


AmoneG those who of late have been attempting to give 
consistency to the main body of economic principles, Pro- 
fessor F. A. Fetter occupies a unique position. Most of 
those who have felt the lack of harmony among the differ- 
ent elements of current economic doctrine, and who have 
not in despair abandoned theoretical discussion, have 
sought for consistency in the eclectic union of the Austrian 
doctrines with the older classical theory. The cry has been 
that the Austrians went too far in the direction of a purely 
psychic explanation of economic phenomena in terms of 
utility, and that the whole truth in regard to value must 
now be sought in a return towards the objective cost ex- 
planation of the older economists. 

With this conception of the situation Professor Fetter has 
taken direct issue. A decade of critical reading and positive 
thought appears to have brought him to the point of view 
that the Austrians were, after all, on the way towards a true 
and consistent interpretation of economic activity. They 
failed in this, not because they had departed too far from 
the classical preconceptions, but because they could not 
wholly emancipate themselves from the older economic 
notions. With the fabric of their unique thought well on 
towards successful completion, they destroyed its consist- 
ency by weaving into it elements from the classical theory. 

Imbued with this idea, Professor Fetter has considered 
it wise to take up again the initial conceptions of the Aus- 
trians, and to attempt to push their characteristic line of 
thought to its just and ultimate conclusions. In harmony 
with them, he has, therefore, looked upon economics as _ 
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essentially the study of value, and has viewed all economic 





phenomena as the concrete expression, under varied cir-_ 
cumstances, of one ‘uniform theory of value. He has at- 
tempted to carry through to success the Austrian search 
after a uniform measure for estimating the value of com- 
modities and the means of production, and to attain the 
Austrian ideal of bridging over the gap between the theory 
of value and the theory of distribution. His work, none 
the less, bears the stamp of independent and positive 
thought. Starting from certain fundamental value con- 
ceptions, which merely happen to be Austrian, he has 
made the whole theory of economics to appear as an ever- 
widening application of these conceptions to the explana- 
tion of economic phenomena,—each successive explanation 
resting upon its predecessor, all forming one complex ex- 
pression of a single value concept, the final result being 
but the logical development of the first simple premises.’ 








II. 


The interpretation of Professor Fetter’s work must begin 
with the exposition of his fundamental notions in regard 
to value and value determinants. If we analyze the struct- 
ure which he has reared, we find that it rests upon these 
four fundamental concepts: (1) psychic Income, (2) 
diminishing marginal utility, (3) diminishing returns, and 
(4) what for want of a better term he has called Time 
Value. It will be well to consider each of these notions 
briefly. 

1. Psychic Income.—This is the central and vital con- 


1In this paper no attempt is made to follow the order of exposition found 
in Professor Fetter’s recently published Principles of E ics (New York: The 





Century Company, 1904), nor to confine the discussion to points specifically treated 
therein. Several important features of the theory which here receive emphasis 
appear only by implication in the text. It is Professor Fetter’s theory, not his 
book, which is under discussion. Moreover, the analytical character of this paper 
must not lead the reader to that Profi Fetter’s method is ‘‘deductive’”’ 
as opposed to ‘‘inductive.” 
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cept in the theory of value which we are discussing. The 
meaning of the phrase and the proof of its essential signifi- 
cance can be given in a few words. All are agreed that 
value rests ultimately on usefulness. Usefulness consists 
in the power of gratifying human wants. But the gratifica- 
tion of wants is a psychic phenomenon. Value, therefore, 
rests on feeling; is psychic in its origin. And all those 
things and actions which are felt to have some causal 
relation to gratifications have value to man. Further, 
durable goods, which may be looked upon as the objective 
source of psychic incomes, have a value which is simply 
the totality of their uses, or incomes. The value of all 
goods, therefore, rests upon the fact that they yield in- 
comes measured in psychic terms. In brief, then, psychic 
income is the sole source or basis of value. Simple and 
axiomatic as this proposition appears, much that is errone- 
ous in the discussion of the more complex problems of 
value has come from failing to hold to it. 

Psychic income being the source or basis of value, we 
have to ask the question, According to what laws do goods 
yield their psychic income? The answer to this question 
is found in the three remaining fundamental concepts of 
Professor Fetter’s theory. 

2. Diminishing Marginal Utility.—The law of marginal 
utility as announced by the Austrian economists has be- 
come the common property of economic students. Pro- 
fessor Fetter’s conception of it does not differ essentially 
from that currently held, nor does he depart from Aus- 
trian precedent in the use which he makes of it in the solu- 
tion of the value problem. It will suffice at this point, 
therefore, merely to state the law as it has been formu- 
lated by him: “As the amount of any good increases, after 
a certain point the gratification that the added portions 
afford decreases.” 

3. Diminishing Returns.—The familiar law of diminish- 
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ing returns receives a new formulation and a wider appli- 
cation at the hands of Professor Fetter. He departs from 
English and Austrian precedent, taking a position more 
nearly like that of Professor Clark and other recent Ameri- 
can critics of the orthodox position. All permanent goods 
whatsoever, according to his view, yield their fruits or 
uses subject to the law of diminishing returns; and he char- 
acterizes the orthodox distinction between land and other 
use-bearers, based on the supposition that land alone is 
subject to this law, as the outgrowth of peculiar industrial 
and social conditions of the Middle Ages, as an historical 
distinction without logical foundation. 

The argument in proof of the universal applicability of 
the law of diminishing returns is not unfamiliar. It may 
be well, however, to state it briefly. 

An income series is never actually derived from one pro- 
ductive factor, but always from a combination of factors. 
But in any field of industry there is always a best possible 
adjustment of industrial forces,—an adjustment in every 
industrial unit which yields the maximum product for a 
given outlay; a point where the addition of further por- 
tions of any single factor will indeed increase the yield, 
but at a diminishing rate compared with the outlay. That 
is, the law of diminishing returns applies to every com- 
bination of productive forces. However, if we are bound 
to impute a portion of the yield from any combination 
of industrial forces to a single factor, it is not difficult to 
show that no general reason exists for imputing diminish- 
ing returns to one factor rather than to any other. The 
factor to which the return is imputed in any combination 
is always the fixed one} (Compare the orthodox state- 
ment of the law of diminishing returns.) But in any in- 
dustrial unit,—a cotton-mill, for example,—if we suppose 
each factor in turn to be fixed while the others increase, 
it is readily seen that diminishing returns must be im- 
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puted to each in succession. If machinery, for example, 
be taken as the fixed unit, a point will be reached where 
further additions of labor, materials, and land, will result 
in a diminishing return per unit of outlay. The law of 
diminishing returns, therefore, is of universal application. 

4. Time Value.—It has been generally recognized that 
only in the simplest cases is valuation a process of com- 
parison of gratifications equi-distant in time from the 
evaluating subject. The significance of this fact was not 
understood by the older economic writers. Of late, how- 
ever, a growing conviction has appeared that time is of 
the essence of the more complex value problems. Pro- 
fessor Fetter has attempted to give systematic, scientific 
expression to this conviction. Throughout his discussion 
of value he proceeds on the assumption that it is a uni- 
versal law of the human constitution that the postpone- 
ment of gratifications decreases the estimate which is 
placed upon their extent. For example, quite apart from 
the risk involved, no one derives the same prospective 
gratification from the yield of an income-bearer ten years 
hence as from the yield of the current year. No one, 
therefore, will place a present value upon the prospective 
yield equal to the value of the same objective yield in 
hand. The significance of this fact.is plain. All economic 
goods are valued for the psychic incomes wrapped up in 
them. The value which is placed upon the possession or 
use of goods, therefore, varies not merely with the objec- 
tive amount of their derivative incomes, but with the time 
at which the incomes are available to the valuer. In 
short, every man discounts future psychic incomes to their 
present worth, and, therefore, time value, or the difference 
in present worth of the same income at two different 
periods of time, is an essential factor in determining the 
value of goods under all but the simplest circumstances. 
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ITI. 


With the aid of these fundamental concepts let us fol- 
low Professor Fetter in his solution of the universal prob- 
lem of value as it unfolds itself to the individual and in 
the history of industrial society. The earliest and simplest 
conception of value arises in connection with the imme- 
diate gratification of wants. Value is first attributed or 
imputed to present income or to goods which are capable 
of yielding their entire income at any specified time, as, 
for example, the food supply of the primitive hunter or 
fisher. The first economic problem, then, is the valuation 
of immediately consumable or consumption goods, on 
the basis of which must be built up the value of indirect 
or productive agents. 

What, then, determines the value attached to consump- 
tion goods? Obviously, the valuation of a good is merely 
the mode of expressing the importance of the thing to the 
welfare of the valuer. Logically and historically, the value 
of consumption goods first appears as an individual sub- 
jective estimate, attached to the gratifications afforded 
by them. The first assumption, therefore, would be that 
the estimate of value coincides with the capacity of the 
goods for gratifying wants. This, however, is not the case. 
The individual attaches no value to a good until he feels 
that the gratification of some want is actually dependent 
upon the good. That is, the subjective value of the good 
is measured by the felt dependence of the individual upon 
it for some specific want gratification. Now this felt 
dependence is measured by the loss of want gratification 
which the individual would suffer if he were deprived of 
the unit of the good in question, and this loss would ob- 
viously be the least, or marginal, want gratification which 
any unit of the good would be used to supply. In brief, 
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then, the individual will measure the value of the good 
by its marginal use or utility. This is the immediate ex- 
planation of subjective valuation. 

But what determines the marginal utility of the good 
by which its subjective value is measured? Unquestion- 
ably, the marginal utility is determined by scarcity, in con- 
junction with the law of diminishing marginal utilities. 
According to the law of marginal utilities, added units of 
a good, after a certain point is reached, afford to the in- 
dividual a constantly diminishing quantum of gratifica- 
tion. Any good in relation to any subject has a want- 
gratifying or demand schedule, which may be represented 
graphically by a utility curve which descends as the num- 
ber of units of the good increases. The marginal utility 
or value of the good will then be the point on this curve 
which represents the utility of the last unit of good avail- 
able for use. This point upon the utility curve is obvi- 
ously fixed by the relative scarcity of the good. The sub- 
jective value, then, in the first instance is determined by 
marginal utility, and marginal utility in turn by the law 
of diminishing utility and by scarcity. In this explana- 
tion there is, of course, nothing novel. We have merely 
arrived at the familiar conclusions of the Austrians. 

The second step in the solution of the value problem is 
from subjective to objective exchange value or market 
price. Once the problem of subjective valuation is solved, 
this step involves no serious difficulty. Market price rests 
on, and is determined by, subjective valuations. It does 
not go for its explanation behind these valuations; but, 
in assuming them in the market, it assumes the condi- 
tions of utility and scarcity, or utility and cost, which 
underlie them. The simple problem of market values, 
then, is how, on the basis of varying subjective valuations, 
a single market price is attained. On the solution of this 
problem we need not dwell. It has been made familiar 
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to every student of economics through the work of the 
Austrian school. It will be sufficient here to emphasize 
the fact often overlooked, that, although the competitors 
in the market consider only questions of utility,—the 
utility of the good to be sacrificed and the utility of the 
good to be acquired,—it is a mistake to affirm that the 
solution is one-sided, taking into consideration only the 
uti''ty or demand side of the problem. Cost is not ig- 
nored: it merely plays its part earlier in the drama in 
helping, through the element of relative scarcity, to de- 
termine what subjective estimates shall be in the market, 
as the basis of the market process. The relation of cost 
to value, however, will be more fully discussed in a later 
portion of this paper. 

It is at this point that Professor Fetter breaks distinctly 
and finally with the Austrian economists, for it is here 
that they wavered, and, instead of pushing on to the 
ultimate conclusions demanded by these premises, re- 
turned to the classical notions of Rent, Capital, and 
Interest,—notions altogether inconsistent with the theory 
thus far developed. From this point, therefore, the theory 
under consideration proceeds along independent lines. 

We have solved, then, according to Professor Fetter’s 
view, the primitive problem of value,—the value of imme- 
diately consumable goods. But, in doing this, we have 
already accomplished more. This will be seen by consider- 
ing the real place of consumption goods in the industrial 
process. They are, in fact, income immediately derived 
from other and relatively permanent goods or from per- 
sonal services. They are the momently appearing fruits 
of indirect or productive agents, given to us sometimes in 
the form of the material bearers of gratifications and some- 
times more directly in the form of gratifications them- 
selves, but in either case measured by the psychic income 
they represent. Such fruits, when derived from produc- 
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tive agents or factors in the utilization of which the law 

of diminishing returns is encountered, have always been 

termed by both practical men and economists “rents.”’ ( 
But we have seen that Professor Fetter regards diminish- 
ing returns as a universal productive phenomenon. Then 
all consumption goods, in their character of immediate 
fruits, or incomes, from relatively permanent agents of pro- 
duction, are in the nature of rents. In brief, rent is a 
universal productive phenomenon: “it is the value of the 
usufruct as distinguished from the value of the use-bearer, 
or thing itself.” Our discussion of the value of consump- 
tion goods has then brought us logically to the third his- 
torical step in the solution of the universal value problem, 
—the value of the rent, or usufruct, of permanent produc- 
tive agents. 

At first blush the rent problem might appear to be ) 
solved, so far as economics is concerned, in the determina- , 
tion of the value of the rent units; 7.¢e., consumption goods. 
But the rent problem is not so simple as this. It is com- 
plicated by the fact that no agent of production inde- 
pendently yields rents, but economic fruits are always the 
result of the co-operation of two or more productive agents. 
Our problem, then, requires us to determine the immediate 
fruits to be attributed to a productive agent. This is 
called by Wieser the problem of imputation. The solu- 
tion of this problem has been made comparatively familiar 
to American readers by such men as Professor Clark. 
Therefore, the briefest statement of it will answer the pur- 
poses of this paper. 

It is conceived that in any given condition of industry 
there is always a least economic use to which a productive 
agent can be put. There is, economically speaking, a 
marginal use for the agent. Now all along the line of in- 
dustrial effort it is supposed that an agent will be util- 
ized down to this margin. By the time-honored “dose” 
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method, so familiar to students of classical economics, the 
productivity, or rent, of the agent on the margin of utiliza- 
tion can be determined. But, economically speaking, this 
marginal rent, or productivity, must be the value of the 
rent of any unit of the agent. For since, if any unit of 
the agent were lost, the unit at the margin would be sub- 
stituted in its place, and thus only the marginal product 
would be lost, the felt dependence upon any unit of the 
agent will be the extent of its marginal product. All in- 
direct or productive goods, then, yield rent; and the eco- 
nomic rent of any agent of production is equal to the value 
of its marginal fruits,—in brief, to its marginal pro- 
ductivity.’ 

This solution of the rent problem carries with it by im- 
plication the general solution of the problems of wages 
and profits. Wages and profits are, like rents, the usu- 
fruct of relatively permanent agents of production. The 
sole logical distinction between them is derived from a 
distinction between the nature of different productive 
agents. By common consent these have been divided into 
two general classes, material goods and personal services. 
And custom has dictated that the term “rent” should be 
applied to the immediate fruits of material agents, and the 
term “wages and profits” to the immediate fruits of per- 
sonal services. Professor Fetter has retained this dis- 
tinction because of a desire to emphasize the modern con- 
ception of man as primarily the end of the economic proc- 
ess rather than, as in the older view, merely an agent 
in the productive process carried on by the employing 
class. But, if our analysis of the economic problem is 
correct thus far, rent and wages are but two species of 
one genus,—immediate income, or usufruct,—and must, 
as such, have their value governed by one general law. 


1In this solution of the problem all non-substitutable grades of agents must 
of course be reckoned as different agents. The rent of the different grades will be 
measured up from the rent of the marginal grade. 
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Economic wages, like economic rents, are the product of 
the marginal unit of the agent, or, in brief, are determined 
by marginal productivity.’ As profits must be regarded 
as the income from a special grade of personal service, 


they are obviously determined by the same general law.\/ 


We have now solved in all its essential bearings the 
problem of the value of the fruits yielded by productive 
agents. We assumed in the beginning that goods have 
value only in so far as they yield incomes—gratifications— 
or are seen to be essential to the yielding of psychic in- 
comes. It is obvious, then, that the value of indirect or 
production goods is derived solely from the value of the 
consumption goods which they yield or to the yielding of 
which they are necessary. From the value of the fruits, 
or incomes, to the value of the use, or income-bearer, is, 
therefore, the next logical step in the solution of the gen- 
eral value problem. This is the problem of capitalization. 

Here, again, Professor Fetter is altogether at odds with 
the Austrians. Béhm-Bawerk, indeed, saw that capital 
value was a sum of income values, but he failed to make 
use of this fact. Many times he almost brushed against 
the correct theory of capitalization, but each time he turned 
aside, seemingly blinded by precedent. Professor Fetter 
takes up the line of thought abandoned by the Austrians, 
and pushes it independently to its just conclusions. Let 
us follow him, then, carefully in his solution, first, of the 
problem of capitalization, and then of the related problem 
of interest. 

Capitalization is the process by which a valuation is 
placed upon a relatively permanent economic good, or 
bearer of uses. Or, more broadly, it is the determina- 
tion of the value of a series of prospective incomes. The 
essential conditions of this problem, as will be apparent 


18pace forbids the extension of the argument to the discussion of the distine- 
tien between economic rent and wages and contract rent and wages. In regard 
to these matters there is nothing novel in Professor Fetter’s work. 


we 
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to any one who has followed closely the reasoning thus 
far, are three: (1) the value of the capital good is derived 
from the value of the fruits, or incomes, wrapped up in it; 
(2) these fruits, or incomes, are ultimately psychic in their 
nature; and (3) these psychic incomes on which rests the 
capital value of the permanent good are not present, but 
prospective. In essence, then, the problem of capitaliza- 
tion is the determination of the present worth of a series 
of prospective psychic incomes. Here is introduced into 
the theory of value the fourth of Professor Fetter’s funda- 
mental concepts,—the concept of time value,—the term 
applied to denote the difference in value attributed to a 
thing at two points of time as judged by the valuing sub- 
ject from the same moment. 

The discounting of future incomes, or gratifications, for 
time is a universal psychological phenomenon. To no 
man does the gratification of any want at a future time 
appear to be as important as its gratification immediately, 
provided, of course, that all other circumstances are iden- 
tical. Different individuals discount the future at differ- 
ent rates, but all do discount future gratifications; and, 
therefore, all do attach a smaller present value to future 
incomes than to the same incomes in hand. It follows 
that the present value of a series of incomes stretching 
over the future is the discounted sum of the incomes. 
And since, as we have said, the value of any permanent 
good is derived solely from the series of incomes that it 
yields, its capital value is the sum of its anticipated in- 
comes, or rents, discounted to their present worth. 

The process of capitalization thus described has its sub- 
jective and its objective exchange aspects. Each indi- 
vidual on the basis of the rents that he anticipates from 
it, and on the basis of his own individual discount rate, 
fixes for himself the value of any given (capital) good. 
On the basis of the varying subjective valuations of the 
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individuals in the market, the objective exchange value 
of each (capital) good is determined by the same process 
as that which operates to determine the market price of 
consumption goods. All permanent goods, or use-bearers, 
whose value is determined in this manner, are (capital) 
goods. The terminology is consistent with the untech- 
nical language of the market, and is historically tenable. 
And since all permanent goods, or use-bearers, whatever 
have their value actually fixed in this manner, the term 
“capital” is rightly applied without distinction to all pro- 
ductive agents. 

We have now shown an unbroken chain of causation 
extending from the primitive economic problem—the sub- 
jective valuation of immediately consumable goods— 
through rent to the capital value of relatively permanent 
goods, or productive agents. To make the sequence com- 
plete as an interpretation in terms of value of the economic 
world, we have to solve one problem more,—the problem 
of interest. Interest is a contractual payment for a money 
loan as a means of securing the use of goods. This being 
the case, logically and historically, the interest problem 
can only arise subsequent to the process of capitalization. 
What, then, is its nature? 

As stated earlier, there has appeared of late a growing 
conviction that time is of the essence of the problem of 
interest. The transaction out of which interest arises, as 
it typically appears, is the giving up of a capital sum for 
a term of months or years, at the end of which term the 
same capital sum is returned. Since a capital sum repre- 
sents any goods in the market of equal value, this transac- 
tion involves on the part of the lender a postponement of 
a sum of psychic incomes—gratifications—from a present 
to a definite future date. To the borrower, on the other 
hand, the transaction gives a sum of present enjoyments 
in exchange for the same sum at a future date. To be 
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sure, the lender might not have actually made use of the 
capital sum for present consumption purposes, and the 
borrower may not make this use of the sum obtained; 
but the essential thing is that the lender has definitely 
foregone the possible present uses of his capital, and the 
borrower has obtained present control of it. 

But now we have seen that the postponement of grati- 
fications lessens them in prospect; 7.e., all future gratifi- 
cations are discounted for time, in the mind of man, to 
their present worth. To both the lender and the bor- 
rower, then, the incomes, the gratifications wrapped up in 
the capital value, represent a less subjective value pro- 
spectively, at the end of the loan period, than at the mo- 
ment of loaning. On account, then, of the presence of a 
time element in the transaction, the simple return of the 
capital sum in the future is not deemed an equivalent for 
the present grant of it. The lender will demand a pre- 
mium for foregoing present control of the incomes repre- 
sented by the capital sum, and the borrower will be willing 
to pay a premium for their present control. This pre- 
mium reckoned as a percentage of the capital sum loaned 
is the interest charge. 

Interest, then, arises from the difference between the 
present worth of the same capital sum, or series of grati- 
fications, at two different periods. It results from the 
fact that the future uses in the goods purchased, in com- 
mon with those of all other goods, have already been dis- 
counted in their price. It is a subsequent aspect of a 
series of time discounts wrapped up in the capital good. 
In other words, it is a contractual payment for the post- 
ponement of the present enjoyments represented by a 
capital sum, and it arises out of a psychological fact,— 
the fact that postponed gratifications are lessened in pros- 
pect. Or, again, it is the market expression of the 
varying rates at which future enjoyments have been 
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discounted to their present worth in the process of cap- 
italization. 

We reach, then, an explanation of interest on the basis 
of the fundamental principles already laid down. No 
new element has been introduced. Interest appears simply 
as a further harmonious unfolding of the law of value,—a 
final application of this law to the facts of industrial life. 


IV. 


It may be well now to consider very briefly certain 
criticisms that have been advanced against this theory. 
It has been said (1) that it takes no account of cost as an 
essential and independent determinant of value; (2) that 
it is erroneous to attribute rent to all productive agents, 
since land and capital are in no wise taxonomically iden- 
tical; (3) that the theory of interest here advanced leaves no 
place for the well-known effect of productivity upon in- 
come; and (4) that interest and rent are here practically 
identified. We shall consider these objections in order. 

1. The justice of the statement that Professor Fetter 
takes no account of cost as an essential and independent 
determinant of value depends entirely on what is meant 
by cost. If the critics refer to money cost, he cannot and 
would not wish to deny their allegation. In harmony 
with the Austrians he regards money cost as reflected back 
from the value of the finished product. It coincides with 
the value of the product indeed, but because it is deter- — 
mined by that value. If, however, the critics refer to 
psychic cost, the pain and sacrifice involved in the pro- 
duction of goods, they will find on closer inspection that 
Professor Fetter’s theory makes cost practically co-ordi- 
nate with utility as an independent determinant of value.’ 


1It is true that Professor Fetter has not formally presented in any of his pub- 
lished writings this explanation of the relationship between cost and value. Yet 
this relationship is clearly implied at various points in his recently published book, 
and has been frequently presented by him to his seminary. For the particular 
formulation here given, however, the writer of the present article is responsible. 
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It will be remembered that objective exchange value, or 
market price, rests upon subjective value. Subjective 
value coincides with marginal utility, while marginal util- 
ity is determined by two factors, the law of diminishing 
utility and scarcity. Given the utility, or demand schedule, 
of a commodity, and it is evident that its value will be 
determined by scarcity. What, then, determines scarcity? 
Here we introduce into the problem of value the element 
of cost. 

Economic goods, the means of gratifying wants, must 
be sought by man in nature,—in his objective environment. 
When goods are scarce, it means that nature yields them 
grudgingly relative to human wants. To secure these 
goods in amounts commensurate with wants, man must 
manipulate his natural environment. To secure gratifica- 
tions, he must devote his time to contriving how to make 
nature more fruitful. He must put forth muscular ex- 
ertion. He must bring together and dedicate to the pro- 
duction of the gratifications desired other goods, other 
want-gratifiers. All this involves negative gratification, 
or psychic cost. For, while thought and effort are at times 
themselves immediate sources of gratification, they be- 
come, when strenuous or long continued, irksome and 
painful. Thus it may be said that all production of eco- 
nomic goods—psychic income—involves sacrifice, psychic 
cost. How, then, does this cost affect value? 

We have seen that the psychic income afforded by any 
good is governed by the universal law of diminishing 
utility. We now see that the psychic cost involved in 
acquiring any good, in general, obeys the law of diminish- 
ing returns. We know, moreover, that it is man’s nature 
to produce goods so long as the utility secured in the last 
unit is greater than the cost involved. The amount of 
any good, then, will, in general, be determined .by the 
action of the two laws, diminishing utility and diminish- 

















226 QUARTERLY JOURNAL OF ECONOMICS 





ing returns. Each added unit of any good produced will 
have a lower use and, therefore, a lower utility, while, 
after a certain point is reached, each added unit will be 
produced at greater sacrifice, or cost. The cost and utility 
will then gradually approach until a point is reached where 
the production of a further unit would not afford utilities 
greater than the disutilities, or cost, involved. Here pro- 
duction will cease, and this point of balancing of utility 
and cost will determine the scarcity of the good in ques- 
tion. Moreover, we know that man seeks the greatest 
utility for the least cost. He will therefore, at any mo- 
ment, produce that good whose marginal utility, under 
the circumstances prevailing, most greatly exceeds the 
marginal cost. Thus, throughout the whole field of in- 
dustry, man will tend to produce all goods to the point 
where cost tends to balance utility, and therefore the rela- 
tive quantity or degree of scarcity of each good will be 
the resultant of its utility, or demand schedule, and those 
objective conditions which determine, together with the 
constitution of man, its supply schedule; 7.e., which de- 
termine the sacrifice that must be undergone in its attain- 
ment. 

Thus we are brought, so far as economics is concerned, 
to an explanation of value which ultimately makes cost 
an independent determinant co-ordinate with utility. 
Market or objective exchange value rests on subjective 
value. Subjective value is the dependence which man 
feels upon a good. This dependence is measured by the 
marginal gratification, or utility, afforded by the good. 
Marginal utility depends upon the law of diminishing 
utility as it applies to the individual valuer, in connec- 
tion with the scarcity of the good. The scarcity of the 
good depends upon the law of diminishing returns as it 
applies to the individual good valued, in connection with 
the utility of the good, or, in brief, upon the balancing of 
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utilities and costs. But this is to be carefully noted: the 
balancing of utilities and costs is a cause twice removed 
from the value. This balancing determines the scarcity of 
the goods, not its value. Once produced,—the cost once 


past,—the good is valued by the individual solely for its) 
marginal utility. If mistakes have been’made in produc-' 


tion,—if the cost, for example, has been unduly great,— 
the value of the good is not thereby directly affected. It 
is as always the felt dependence of the individual upon 
the good; i.e., its marginal utility. Professor Fetter’s 
theory of value, then, does not by any means ignore cost. 
It merely denies to cost a direct and immediate influence 
on the determination of value in the market. It fully 
recognizes the influence of cost on value through its effect 
on scarcity. 

2. The second objection to Professor Fetter’s theory 
turns on the question of the taxonomic identity of land 
and those other productive agents to which alone the 
term ‘capital’ is usually applied. Rent may not be attrib- 
uted to all productive agents, say the critics, since there 
is a profound economic distinction between land and other 
permanent goods. The orthodox grounds of this distine- 
tion, without the support of which it must be abandoned, 
are two assertions: namely, (1) that. a special law governs 
production from land; and (2) that land, as distinguished 
from most other instruments of production, is incapable 
of increase. The first of these grounds of distinction has 
been sufficiently considered in the earlier portion of this 
paper, where it was shown that the law of diminishing re- 
turns is of universal application. The allegation of fixity 
in the supply of land can be refuted in a very few 
words. 

It must, of course, be admitted that the physical amount 
of land is fixed. It is not, however, the physical amount, 
but the economic supply of land, that is of importance in 
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this discussion. In regard to the economic supply there 
is no essential distinction between land and any other 
productive agent. Like all other permanent goods, the 
scarcity of land is diminished at the expense of effort 
which tends to increase as the number of units produced 
increases. It may be that the expense of reducing the 
scarcity of land tends to increase more rapidly than the 
expense of combating the scarcity of many other agents. 
But this fact does not constitute a valid ground for placing 
land in a distinct class by itself. As a matter of fact, the 
economic supply of land, through the instrumentality of 
improved modes of transportation, irrigation, reclama- 
tion, and fertilization, has in the modern industrial era 
been increased as rapidly as most other forms of produc- 
tive agents. The orthodox method of classifying produc- 
tive agents is fallacious. The only classification possible 
is one on the basis of continuity. And, when such a classi- 
fication is made, it will be found that, while some kinds 
of land lie at the upper end of the continuity series, other 
kinds are so interspersed among the so-called capital goods 
that any separation of land on legitimate grounds into a 
distinct class is impossible. If this statement be true, any 
distinction between land and other forms of capital is, 
so far as economic theory is concerned, unwarrantable. 

3. Coming now to interest, is it true that the critics 
are right in declaring that the theory here enunciated 
leaves no place for the effect of productivity upon income? 
It is indeed true that in this view the interest rade is in 
no wise directly dependent upon productivity. But it 
does not follow that productivity—.e., the income from 
permanent goods—is left out of account in determining 
the amount of interest. The criticism arises from a fail- 
ure to assimilate thoroughly the fundamental notion that 
capital value is the resultant of income, of productivity, 
and varies with the variation of income, of productivity. 
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When this conception is firmly grasped, the influence of 
productivity on interest is clearly seen. 

The capital sum on which interest is paid is itself but 
the discounted sum of a series of prospective incomes. 
Changes in productivity, in prospective incomes, work 
their effect in changing capital value. But the process of 
capitalization is antecedent to the interest problem. The 
extent of the capitalized value of the series of productive 
incomes has nothing directly to do with the rate of dis- 
count of the gratifications wrapped up in that capital sum. 
This is a purely psychological matter. But, while the rate 
of interest remains the same throughout all changes in 
the productivity of a given good, it is equally evident that 
those changes affect the amount of interest paid, through 
affecting the capitalized value of the series of incomes 
which the good represents. As stated above, however, 
changes in productivity affect directly only capitalization. 
The interest problem arises subsequent to this process of 
capitalization, and assumes it. 

4. Finally, does Professor Fetter identify rent and in- 
terest? The argument advanced by the critics seeks to 
prove this. Interest, they say, is paid out of income from 
produced goods; but Professor Fetter has practically 
asserted that the income from any class of goods is rent. 
Therefore, he has really wiped out the distinction between 
the two economic categories of interest and rent. It is 
true that interest is a species of income, and thus comes 
out of the goods that go to make up rent. But interest 
rests upon grounds quite distinct from those which govern 
the payment of rent, and its amount is determined by a 
principle altogether different from that which determines 
the amount of rent. Economic rent is simply the imme- 
diately arising incomes from an uncapitalized productive 
agent. Contract rent is but economic rent paid over 
under contract to the owner of the agent as it arises. The 
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amount of rent is governed directly by the productivity 
of the agent. Interest, on the other hand, is a market 
expression of the discount which rents as a prospective 
series undergo in the process of capitalization. It is a 
contractual rate paid because of the deterioration, in the 
market estimate, of prospective rents, due to the lapse 
of time. Surely there is here no identification of rent 
and interest. Indeed, one fails quite to appreciate the 
significance of the change in point of view taken in Pro- 
fessor Fetter’s theory, if one continues to ally rent and 
interest as co-ordinate incomes. In his view the problems 
of rent and of capitalization are essentially different stages 
in the analysis of value. 

Whether the further development of Professor Fetter’s 
line of thought is destined to put a term, however brief, 
to the controversial discussion of the main taxonomic 
elements of economic theory, it is, of course, impossible 
to predict. This much, however, is certain: he has pre- 
sented to economic students a system which, for logical 
consistency, is without precedent; a system which from 
the first fundamental conception advances without break 
to the end; a system through which with clearness there 
runs one essential chain of thought to which every specifie 
problem is referred, and as successive links of which the 
problems of the value of consumption goods, rents, wages, 
and profits, the value of productive agents, and interest 
are successively solved. The logical sequence and har- 
monious symmetry of this work affords, at least, a strong 
presumption of its essential truth. 

Rosert F. Hoxie. 
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STOCKHOLDERS’ PROFITS FROM PRIVILEGED 
SUBSCRIPTIONS. 


a 


A RAILROAD company frequently finds it necessary to 
obtain funds for new permanent expenditures. The 
growth of population in the territory tributary to the 
road, and its consequent growth of traffic, the improve- 
ments in the mechanical appliances in railway equipment, 
and the pressure of competition, all demand frequent and 
large outlays. New branch lines must be built, the road- 
bed must be ballasted with stone, the weight of the rails 
must be increased, grades must be cut down, the line must 
be straightened in order to allow greater speed of trains, 
and the equipment must be increased to accommodate 
the growing traffic. For these activities large amounts 
of funds are necessary. 

There are four general methods of obtaining new capi- 
tal, namely: (1) by appropriating the needed funds from 
current earnings; (2) by creating a floating debt; (3) by 
the sale of new stock; and (4) by increasing the funded 
debt. Each of these is especially adapted to certain 
specific purposes, while for other purposes several alter- 
native courses are open. For that class of expenditures 
known as betterments—namely, reductions of grades, 
reballasting, and the like—a common source of funds 
is the current earnings of the system. This policy is fol- 
lowed by a large number of railway companies, con- 
spicuous among which are the Lake Shore & Michigan 
Southern, the Michigan Central, and the Pennsylvania 
Railroad. The last-named company has for years pur- 
sued the policy of retaining about 50 per cent. of its earn- 
ings in its surplus account, a large part of which repre- 
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sents expenditures for betterments. In the year 1901 
the Lake Shore & Michigan Southern paid out $3,516,005 
in dividends, and carried $3,692,469 into its surplus ac- 
count, making a total surplus to that date of $14,941,102. 
This surplus in large part represents expenditures upon 
the road-bed and equipment, and has given the Lake 
Shore probably the best road-bed of any company in the 
country. In like manner the Michigan Central has con- 
sistently followed the policy of paying only 4 per cent. 
in dividends and of putting all the rest of its net earnings 
into its road-bed. 

Up to a certain point this policy is commendable. These 
expenditures upon the road-bed and equipment do not 
proportionately increase the income: hence they are only 
in part of the nature of capital expenditures, and only 
to that extent chargeable to the capital account. Yet 
they are necessary. The stress of competition requires 
that a railroad company should keep its road-bed and 
equipment up with the crest of progress, and any company 
which does not do so will soon find its system in decay. 
But surplus earnings are not always an adequate source 
of funds for all these necessary expenditures. For ordi- 
nary betterments they are often sufficient. But it fre- 
quently happens that the population and traffic grow so 
rapidly that this source would be entirely inadequate to 
furnish the additional equipment, branches, second tracks, 
which would be needed. 

The creation of a floating debt is not practicable as a 
permanent method of obtaining capital. In times of 
depression it is invaluable as a means of deferring the issu- 
ance of bonds until they can be placed at a low rate of 
interest. But a floating debt consists of book accounts 
and promissory notes, which represent labor and prop- 
erty that have been bought on credit. It matures in 
a short time, and, if excessively large, may force a com- 
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pany into bankruptcy. Consequently, a resort to this 
expedient in procuring funds for capital expenditures 
is only a temporary arrangement, and the floating debt 
must soon be replaced by a more permanent form of lia- 
bility. 

This form must be either an increase in the capital 
stock or of the funded debt. The choice will vary with 
the conditions of the money market, the outlook and finan- 
cial condition of the railway system, and the position of 
the stockholders. The choice should always further 
the interests of the stockholders; and by stockholders 
are meant not those who might, in the event of a new 
issue of stock, become stockholders, but those who are 
already shareholders in the company. The latter are the 
owners of the system; and, so long as they keep within 
the bounds of business morality and integrity,—not pur- 
suing a course which is calculated to jeopardize the claims 
of the creditors,—they are entitled to promote their own 
interests by any legal means within their power. In this 
they are not even under any moral obligations to consider 
the interest of those who might eventually become, but 
who are not already, cosharers in the property. 

This course will sometimes consist in increasing the 
funded debt, at other times in increasing the capital stock. 
If the old shareholders are not in position to furnish the 
new capital themselves, this can often be obtained to 
advantage through the issue of mortgage bonds, since 
these can usually be placed at a moderate rate of interest, 
leaving a surplus of increased earnings to be divided among 
the stockholders. But, if the latter are able to furnish 
the funds themselves or to benefit immediately from an 
increase of stock, this method will be preferable, since it 
will give the old shareholders not only a part, but all 
of the increase of carnings resulting from the new expen- 
ditures of capitai, and at the same time, if the outlays. 
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should not produce the expected returns, they will avoid 
the burden of increased interest charges. Thus, if a cor- 
poration whose shareholders are A, B, and C is earning 
10 per cent., or $100,000, on a capital of $1,000,000, and 
can earn another $100,000 with the investment of another 
$1,000,000, it is to the interest of A, B, and C to furnish 
these additional funds themselves, if they are in position 
to do so, since they will thereby receive all the additional 
earnings. But, if they cannot furnish these funds them- 
selves, it will usually be more advantageous to borrow 
them than to sell new stock to D, E, and F; for, if they 
can borrow at, say, 6 per cent., they will still have left an 
additional $40,000 of earnings, increasing the return on 
their own investment to 14 per cent., whereas, if they sold 
stock, the whole of the increased earnings would go to 
D, E, and F, the new stockholders. 

At this point the subject of stockholders’ privileges, 
stockholders’ rights, or privileged subscriptions, enters 
as an influence which will often turn the scale in favor of 
an increase in the capital stock rather than in the funded 
debt; for, even if the old shareholders are not themselves 
in position to furnish the required funds, an increase in 
the capital stock may still be made advantageous to them. 
Where a railroad company’s stock is selling above par, 
a very attractive method of obtaining new capital is to 
increase the capital stock and give the shareholders of 
record the privilege of subscribing and paying cash for it, 
either at par or at a price less than that for which the 
stock can be sold on the market. This course compen- 
sates the shareholder who is not in position to make a 
new investment and appropriate his share of increased 
earnings to result from the new expenditures by placing 
within his reach an extraordinary and immediate profit. 
Thus in August, 1902, the Illinois Central Railroad in- 
creased its capital stock 20 per cent., giving the holders 
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of record the privilege of taking and paying for the new 
shares in cash at par. The stock was at the time selling 
on the market at $1733, and during the six months fol- 
lowing the subscription averaged 156.6. By taking the 
new stock and selling it, the shareholder could have made 
from $50 to $70 per share. This method we may term 
the method of the “privileged subscription.” 

The method of the privileged subscription is valuable 
to the shareholder only when the market price of the stock 
is higher than the price at which he has the privilege of 
taking it. He may benefit from it in one of two ways, 
namely: (1) by making a new investment on terms more 
favorable than are offered by a purchase at the market 
price; or (2), if he does not wish to make a new invest- 
ment, he may still make a profit amounting to the differ- 
ence between the market price and the subscription price 
of the privilege. Thus in the above illustration the stock- 
holder could get for $100 a 6 per cent. stock which would 
otherwise have cost him more than $150, making his cap- 
ital go one-third further, or by selling his stock he could 
make an immediate profit of from $50 to $70 ashare. The 
shareholder who chooses the latter alternative may be 
considered as in effect discounting the dividends which 
he could receive by retaining the new stock. 

If the shareholder wishes to dispose of his privilege, 
there are four courses of action open to him, namely: 
(1) he may subscribe for his quota of the new stock with 
the idea of selling it after it has been issued to him; (2) 
he may immediately sell short to the amount of his privi- 
lege, and deliver the new stock to satisfy the stock loan 
made for this purpose; (3) he may sell the same amount 
from his own recorded holdings, replacing the shares sold 
with the new stock when it is issued; or (4) he may sell 
his “right” to take the new stock. 

The choice of these methods depends upon the special 
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circumstances attending each such issue of stock. The 
first method, the sale of new stock subsequent to its is- 
suance, is open to considerable disadvantage. In this 
case the shareholder must subscribe for his quota of the 
new stock, and, when it is issued, must take and pay for 
it in cash. In all probability this means that he must 
borrow the money with which he pays for his shares, and 
that he must pay interest on it until he can realize on his 
stock. This period of interest-paying may be very ex- 
tensive. In the first place he may be required to advance 
a part or all of the money some time before the new shares 
come into his hands. Thus, when the Chicago, Burling- 
ton & Quincy increased its stocks and bonds in 1899, the 
shareholders were required to pay one-half the subscrip- 
tion price on June 8, three months before the securities 
were issued. Again, in 1893 when the Great Northern 
increased its capital stock 25 per cent., the shareholders 
were required to pay their subscription money in five 
equal instalments, extending over a period of five months 
before the new shares were issued. In such a case the 
interest payments must greatly reduce the ultimate profits 
from the transaction. But, even after the new shares are 
issued, the holder may have to wait a long time before he 
can sell them at a profit, greatly swelling the interest 
payments; and even then he may have to sell the stock 
at a figure much below the price at which it stood when 
the new issue was authorized. 

The second method, the “short sale”’ of stock, is at first 
thought more advantageous, though in reality it subjects 
the shareholder to great risk. In this method the share- 
holder, as soon as he knew what his quota of the new 
stock was to be, would go into the market and “sell it 
short”; that is, if his quota were one hundred shares, 
he would go to a stock broker and deposit $1,000 as se- 
curity. The broker would then borrow one hundred 
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shares of the old stock from some holder, and sell them at 
the market price, but retaining the proceeds of the sale 
until his customer was ready to pay back his loan. Then, 
when the new shares were finally issued, the stockholder 
would turn them over to his broker, who would then repay 
the stock loan he made, and give his customer a cheque 
for the proceeds of the sale plus the $1,000 “margin 
money,” less the brokerage commission. Our suppositi- 
tious stockholder would still have to borrow the money 
with which to pay his subscription, but this period of 
interest payment would terminate as soon as he had set- 
tled with his stock broker. His profit would consist of 
the difference between the proceeds of the sale, after de- 
ducting the broker’s commission and interest on the 
$1,000 “margin money” and money borrowed to pay his 
subscription, on the one hand, and the price he had to pay 
for the new shares, on the other. 

The advantage of this method is twofold: first, it shortens 
the period of interest payment; second, it enables the 
shareholder to sell his quota of new stock at any time 
after the new issue is authorized, or even before it has 
been authorized,—namely, as soon as it has been adver- 
tised,—and thus to take advantage of a favorable market. 
He can thus not only sell to the greatest advantage, but 
he can in a measure insure his returns. Subsequent 
changes in the market price of the stock will not affect his 
profits unless his “margin” should be wiped out or he 
should have to advance more “margin,” thus increasing 
his interest losses. 

But it may occasion him some inconvenience and em- 
barrassment. When his broker borrowed the shares he 
sold, he borrowed them subject to “call.” If the market 
price should change a few points and the lender wish to 
sell his holdings, he could “call” on the broker for the 
shares he loaned him, and the latter would either have to 
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go into the market and buy them or find some one who 
was willing to lend him another hundred shares. Or, if 
the market price should rise ten points, the $1,000 margin 
money would be exhausted, and the broker would have 
the right to call for more margin money or “close’’ the 
stockholder out. To save his deposit, the latter would 
have to advance an additional $1,000, thus increasing 
his interest losses. Eventually, however, his margin 
money, now increased to $2,000, would be returned to 
him, together with the proceeds of the sale of stock. 

A graver danger than either is the risk the shareholder 
runs of having his stock cornered. A good illustration of 
this was seen recently in the Louisville & Nashville 
corner. In this case the shareholders found that they 
had sold more shares of Louisville & Nashville than 
actually existed. As a result, they had to buy the 
shares with which to repay their stock loans from J. W. 
Gates, who had cornered the market. The price they 
paid for them was, of course, dictated by Gates himself. 
The shareholder who uses the short sale as a method 
of realizing on his privileges may at any time find 
himself in this predicament, and have to settle at 
terms dictated by the “financier’’ who has cornered the 
market. 

A method which will avoid all these disadvantages 
and at the same time retain the advantages of this method 
is the third. If a shareholder entitled to one hundred 
shares of new stock can at once sell an equal number from 
his recorded holdings without impairing his privilege, 
he can thus keep his investment intact, and still take the 
same advantage of a favorable market that he would have 
in a short sale; and, instead of losing the interest on his 
margin money and on the money borrowed to pay his 
subscription, he would immediately get the use of the 
proceeds of the sale-—an advantage he did not have in 
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the preceding case. Further, he would be saved the risk 
and expense of “remargining,”’ the annoyance of having 
to pay back his stock loan and hunt up a new one, and 
avoid altogether the risk of having his stock cornered. 

The manner in which these privileges are extended 
usually enables the stockholder to follow this method 
without impairing his privilege. They are always ex- 
tended with reference to a particular date, which we may 
term the “date of record.” On that date the company’s 
stock journal and stock ledger are closed and each share- 
holder’s holdings are ascertained; and, no matter how 
many shares he may sell after that date, the extent of 
his privilege as then ascertained remains unchanged, 
unless he should waive or transfer his right. 

Thus on October 16, 1901, the shareholders of Illinois 
Central voted to increase the capital stock 20 per cent., 
offering each holder of record on October 30 the right to 
take the new stock at par to the extent of 20 per cent. 
of his holdings, the privilege to lapse after November 27. 
Accordingly, on October 31 a holder of one hundred shares 
might have sold twenty of them, and still have retained 
the right to subscribe for twenty new shares. An even 
more favorable illustration was the increase of stock author- 
ized on January 26, 1901, in which each holder of record 
on December 2, 1900, had the right to subscribe at par to 
the extent of 10 per cent. of his holdings. Here a stock- 
holder might have taken advantage of a favorable market 
nearly two months before the new issue was authorized 
to sell 10 per cent. of his holdings, and without impairing 
his right subsequently to subscribe at par for an equal 
number of new shares. 

This method would have been especially advantageous 
in the Illinois Central’s privileged subscription of August, 
1902, where the stockholder could have sold his shares 
at once at a price near $170, whereas a little later he would 
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have had to sell at a figure near $150. On the other hand, 
as it turned out, in the privilege of January 26, 1901, 
mentioned above, it would have been more advantageous 
to wait and sell the new shares themselves after their 
issue, the price of the stock having risen from a minimum 
of $116 before the issue to an average of $140 during the 
six months following it. 

This manner of issuing new stock—namely, by putting 
the date of record some time in advance of the subscrip- 
tion date—gives a similar advantage to the fourth method, 
the sale of the “right.” By this is meant that the privi- 
leged shareholder either sells his right to subscribe for 
the new stock, or, if this cannot be done under the terms 
of the privilege, he sells the new stock outright in advance 
of its issue. Thus the New York Central advertises an 
increase of its capital stock, adding: “Shareholders of 
record May , 189 _, or their assigns, will have the right,” 
etc. In this case the shareholders may sell and assign 
their right to subscribe for the new shares. Sometimes 
the right to assign is restricted. Thus, when the Penn- 
sylvania Railroad increased its stock in 1890, the share- 
holders were permitted to sell their “rights” to any other 
holder of record, but to no others. If the right to assign 
is withheld, the same results may be obtained by selling 
the new stock itself in advance of its issuance, it being 
understood that delivery is to be made after the stock is 
issued. This resembles the “short sale” in the second 
method, but with this difference: In this case no stock is 
delivered until after the new shares have been issued, 
while in the short sale delivery is immediate, the broker 
borrowing the shares which he transfers, afterward re- 
paying the lender with the new stock. 

As in the preceding two methods, the sale of the “right” 
enables the shareholder to realize on his privilege as soon 
as it is granted. Indeed, the shareholder can in this 
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way often dispose of his privilege even before it is ex- 
tended to him; namely, as soon as the proposition to 
increase the capital stock and to extend the privilege is 
advertised. Just as in 1901 United States Steel stocks 
were bought and sold before they were even issued, deliv- 
ery to be made as soon as they were issued, so, where it 
is practically certain that a railway corporation is going 
to extend a privilege to its shareholders, these privileges 
may be sold in advance, delivery to be made as soon as 
the “right” is voted. In several instances the “right” 
has been sold thirty and sixty days before it was ever 
granted. In this respect this method is even superior 
to the preceding in the opportunity it offers for taking 
advantage of a favorable market. 

From the standpoint of returns the “sale of the right” 
ranks next to the sale of stock from the original holdings. 
The manner in which rights are quoted on the New York 
Stock Exchange is calculated to confuse those who are 
not acquainted with the technique of the exchange and 
to misrepresent the real value of this method. The 
meaning of the quotations may be explained in the follow- 
ing illustration. Suppose that the Burlington increases 
its stock 20 per cent., giving the holders of record the 
right to subscribe at $150 for one new share for every 
five old shares held. The holder of one hundred old shares 
would have the right to take twenty new shares. The 
market value of Burlington stock is $200, leaving a pro- 
spective gain of $50 per share subscribed. Now, if the 
holder wished to sell his privilege in Philadelphia, he would 
go to a broker on the Philadelphia Exchange, and say, 
“T want to sell twenty rights at 45.” In this case he would 
get $45 for a right to subscribe for one share of new stock, 
$900 for the twenty rights. 

But, if he were in New York City, he would say to the 
broker there, “I want to sell one hundred rights at 9,” 
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meaning that he wished to sell the right which one hundred 
old shares would have at 9 per cent. of their par value, 
or $900. On the Philadelphia Exchange a “right” means 
the right to subscribe for one new share of stock, and is 
valued in dollars: on the New York Exchange a “right” 
means the right which one old share would have to partici- 
pate in the subscription for the new stock,—in the above 
illustration one-fifth of a share,—and is valued as a per- 
centage of the par value of the old stock. In the above 
illustration one Philadelphia right is equal to five New 
York rights. 

This New York custom is especially confusing in the 
quotations of the so-called “ half-stocks”’ ; 7.e., shares whose 
par value is $50 instead of $100. Thus, if the Pennsyl- 
vania Railroad should offer a privilege of “one in five”’ 
at $60 per share when the market value of the stock was 
$72, a holder of one hundred old shares, wishing to sell 
his right to twenty new shares, would say to his Phila- 
delphia broker: “I want to sell twenty Pennsylvania rights 
at 10.” But to his New York broker he would say, “I 
want to sell one hundred rights at ‘4.’’’ If the par value 
of Pennsylvania had been $100 instead of $50, he would 
have sold his one hundred rights at “2” instead of “4’’; 
that is, where the par value of the stock is halved, the 
percentage at which the privilege sells is doubled. These 
complications are confusing to stock brokers them- 
selves. They must be well-nigh impenetrable to the ordi- 
nary uninstructed investor. 

It is commonly supposed that the value of rights is 
very low as compared with their intrinsic value as indi- 
cated in the market price of the stock. Quite the contrary 
is true in many instances. Thus in the case of [Illinois 
Central in February and March, 1901, when the stocks 
were quoted at from $1273 to $1394, the privileges of sub- 
scribing at par for “one share in ten” were quoted at from 
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2§ to 3}. This means that the right to subscribe for one- 
tenth of a share of new stock sold at from $2.624 to $3.25, 
or the right to take one whole share, cost from $26.25 
to $32.50. These correspond very closely to the premiums 
of $27.374 to $39.50, respectively, on the stock. Again 
in November, 1901, when the premiums on the stocks were 
$38 and $424, the rights to “one share in five” at par were 
worth from $37.50 to $41.25,—figures remarkably close to 
the premium. And in August, 1902, the rights were 
worth from $43.75 to $61.75 a share of new stock, when 
the premium on the old was $41 to $73.50 a share. In 
other cases the correspondence is not so close. Thus 
the Pennsylvania “rights” of 1903 were worth from 94 
cents to $5.63 per share when the market price of the stock 
was from $1.50 to $14.25 higher than the subscription 
price of the new stock. Again, in 1901, when the premiums 
ranged from $18.50 to $30.75, the rights were worth only 
from $10.124 to $16.874 per share. 

Usually, the profit from the sale of the right will be less 
than by selling stock from the original holdings. The 
reasons are obvious. In the latter case, since the sale is 
a sale of stock, it is at the full market price, and the seller 
gets the full advantage of the premium; but, if a right is 
sold, this is usually to a stock broker, who is speculating 
on the increase of the stock, and not to investors. In- 
vestors are not as yet very well acquainted with “rights.” 
Consequently, a safe margin must be left the purchaser 
to cover possible fluctuations in the price of the stock 
during the interval elapsing between the sale of the right 
ard the appearance of the new shares, and also to leave 
the speculator a margin of profit. Further, by selling the 
“right,” the shareholder discounts the prospective gain 
from the increase of stock. He receives his profits at once 
instead of waiting until the new shares are issued. The 
prospective gain is thus discounted just as effectually as 
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is a promissory note which is sold to a bank before its 
maturity. Money in hand is worth more than an equal 
amount due at a future date. This applies with especial 
force to those cases in which the “rights” are sold in ad- 
vance of their authorization. Finally, the sale of the 
“right” insures the return from the privilege by con- 
verting an uncertain future profit into a certain present 
profit. In practice, brokers figure the “rights” at from 
15 to 20 per cent. less than the prospective gain from the 
privilege. | 

This fact makes the “right’’ valuable to those who are 
seeking investments on favorable terms. If an investor 
wishes to buy a high-grade stock, he can get it on more 
favorable terms by purchasing “rights” than by going 
into the market and buying the stock outright. Thus 
in the case of the Pennsylvania Railroad stocks in 1903, 
mentioned above, by purchasing “rights” an investor 
would have been able to obtain for about $65 a 6 per cent. 
stock which would have cost him $70 in the open market. 
Again, in 1901, he would have thus been able to get for 
from $70 to $77 a stock which would otherwise have cost 
him from $78.50 to $90.75. The purchase of “rights” 
has been an especially available method of getting good 
investments during the last five years. During this time 
there have been twenty-six increases of railway stocks 
with privileges attached, five of public service corpora- 
tions, and seven of “industrial” stocks. 

To sum up to this point, of the four methods of dispos- 
ing of privileges in the increase of capital stock, the sale 
of “rights” and the sale of shares from the recorded 
holdings are the most valuable. Of these two the latter 
is usually a little the more remunerative. The purchase 
of “rights” offers an opportunity to investors of getting 
first-class securities more cheaply than they could get 
them on the market. 
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II. 


Having disposed of the methods of benefiting from 
stockholders’ privileges, the next question of interest is 
the extent of these benefits. It is not to be denied that 
the proceeds from these privileges in many cases consti- 
tute a very material addition to the current dividends 
which are received by the stockholders, and that they are 
to be reckoned in when one is estimating the yield on his 
investment. But these extraordinary gains come in at 
irregular intervals. To obtain any accurate idea of their 
extent, it is necessary to state them in the form of equiv- 
alent returns coming in at regular intervals, like divi- 
dends. 

This is difficult. If one could clearly foresee how many 
and at what times all such privileges would occur in the 
future, their terms and market values, and if one could 
assume that the current rate of interest would remain 
at, say, 5 per cent., then we could have a theoretieally 
perfect method of converting these irregular into regular 
incomes. The task would consist in expressing the net 
gain from each privilege, past and future, in the form of 
an equivalent annuity (or dividend) for a period corre- 
sponding to the life of a corporation. The sum of these 
annuities, together with the current dividends, would 
give the total of an equivalent dividend or return on the 
investment. The problem of finding the present worth 
of a sum due at a future date, or of an annuity, is very 
simple; and this, its exact converse, would be equally 
simple. 

In the absence of prophecy a less rigorous though 
almost equally satisfactory method may be followed. 
We cannot find the value of privileges in the future, but 
we can find approximately the value of past privileges. 
Frequent reference has been made in the foregoing para- 
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graphs to the various privileged issues of Illinois Central 
stock; and the method of reckoning the proceeds of these 
privileges in with the current dividends may be illustrated 
and explained by applying it to those issues in turn, begin- 
ning with the first one of June 1, 1887. The following table 
shows the dates of the various increases of Illinois Central 
stock from 1887 to 1903, together with the terms of the 
subscriptions, the average market value of the stock dur- 
ing the six months preceding and during the six months 
following those issues :— 


TABLE I.—ILLINOIS CENTRAL. 




















_Eyjge during pre- | Average 
Per cent. A — ing six months. . 
: mount of | Privi- uring 
Date of issue. of inerence. lege. ax 
n Limits months 
verage. mits. | ensuing. 
June 1, 1887 . 33 par | $135 _ $120: 
Nov. 1, 1890 . 12 - 100 —_— 103 
1892 . 1l = 98 = 
Nov. 1, 1895 { 5 97 _ 
1, 1899 15 97 _ 114 
Jan. 26, 1901 . 10 126 $116-132 1 
Nov. 1, 1901 20 144 138-148 1235 
1902 20 160 150-1734} 152 

















To illustrate the method, let us make the following 
assumptions :— 

1. That A buys 100 shares of Illinois Central stock 
during the six months preceding one of these stock in- 
creases. 

2. That he subscribes each time for his quota of new 
shares, selling them again within the ensuing six months. 

3. That he borrowed the funds with which to take his 
quota from the bank for an average of three months, pay- 
ing 5 per cent. 

4. That he sells his investment at the end of 1903. 

5. That money has been worth 5 per cent. all this time. 
And then let us answer this question, Not counting any 
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gain or loss resulting from the final sale of his investment, 
how much on the average has A made each year on his 
investment? This statement of a definite problem will 
serve to keep ideas clear. 

First, let A buy his one hundred shares just prior to 
June 1, 1887. If he paid the average market price of the 
stock during that period, the table shows that his invest- 
ment was $13,500. Now in regard to the value of the 
eight privileges there are two methods of computation, 
each the exact equivalent of the other. In the first the 
procedure would be as follows :— 

1. To find A’s immediate gain from the privilege. 

2. To find the amount on this at 5 per cent. at the end 
of the calendar year in which it is extended. 

3. To convert this amount into an equivalent annuity 
(or dividend), running (in this series) from 1887 to 1903, 
inclusive (a period of seventeen years). 

4. To add all these annuities and the current dividends 
together, obtaining a total annual dividend on the in- 
vestment. 

The second step is inserted for convenience in compu- 
tation. The procedure in the second method would be 
as follows :— 

1. The same as in the first method. 

2. The same as in the first method. 

3. To find the amount at the end of the year 1903 on 
each of the amounts obtained in the second step. 

4. To add these amounts together. 

5. To express the resulting total as an equivalent an- 
nuity extending over the seventeen-year period. 

6. To add this annuity to the current dividends. 

This method, although containing a greater number 
of steps, is in reality shorter than the first. The work 
of converting the amounts of the gains into equivalent 
annuities requires the use of tables of logarithms: other- 
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wise there is nothing difficult or mysterious in the compu- 
tations.’ 

In the following table, which contains a summary of 
the results of all these computations for the Illinois Cen- 
tral’s privileges as given in the preceding table, the first 
method was followed :— 























TABLE II. 
ILLINOIS CENTRAL PRIVILEGES.—FIRST METHOD. 
value of the privilege ressed as an annui 
terminating December 91, 1908, and beginning 
in the year of the original investment. 
Imme- 
Date of privilege. 
profits. The stockholder invests in the year 
1887. 1890.; 1892.| 1895.| 1900./ 1901. 
June 1, 1887 . $673.25 | $56.87 _— _ _ _ _ 
Nov. 1,1890 .. 29.93 2.18| $2.21 _— — _ _ 
Dec. 31,2 1892 . . —27.78 | —1.84| —2.55 |—$2.99 _ _ _ 
Nov. 1,1895 .. —31 51 | —1.84| —2.37| —2.92 |—$4.22 _ _ 
July 1,1899 .. 201.80 7.92; 12.52|) 15.41] 22.76 _ _ 
Jan. 26,1901. . 391.25 17.53; 23.11 46} 41.07 |$104.60 _ 
Oct. 31,1901. . 690.71 29.47| 38.86) 47.84] 67.50| 176.68 | $241.55 
August, 1902. . . | 1,048.36 42.62; 56.19) 70.48/ 99.85) 255.40; 349.16 
Total privilege. ...... $152.94 |$127.96 $156.28 |$226.96 |$536.68 | $591.71 
Investments. ....... 18,500 | 10,025| 9.875| 9,750] 12,600'| 14, 437 
Privilege as per cent. of invest- 
Me sc sw eo cece ec fs 1.13% | 1.28% | 1.59% | 2.38% | 4.26% | 4.09% 
Net yield before 19008 . . . | 4.84 6.26 6.05 7.46 
Net yield after 19034 . . . . | 5.58 7.26 7.66 8.48 9.02 8.25 




















The first column of this table gives the dates of the 
eight privileges, the second column shows the immediate 
profit which is realized on each by the holder of one hundred 
old shares. The remaining columns convert these im- 
mediate profits into equivalent annuities extending over 
the investment period. Thus a man who invested in 
1887 and sold his investment December 31, 1903, would 

1 The process of finding the present worth of a sum of money due at a future 


date is the exact converse of that of finding the t at P d interest on 
a sum due at that future date. Both processes require the application of algebraic 
formule. 





8 Assumed date. 8 Dividends, 5 per cent. 4 Dividends, 6 per cent. 
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pro-rate his profits over a period of seventeen years. 
This is done in the column headed “1887.” Investing in 
1890, he would pro-rate over a period of fourteen years. 
This is done in the column headed “1890.” Finally, 
rows are inserted to show the total of the annuities re- 
ceived by the investors, the amounts of the investments 
in one hundred shares at the various times, the yield on 
the investments from privileges, and the total yield from 
privileges and dividends. Thus, if A purchased one hun- 
dred shares in 1887, he netted a profit of $673.25 on his 
first privilege. This, as the third column shows, is equiv- 
alent to a return of $56.87 a year for seventeen years. He 
received $201.80 from his fifth privilege, or the equiva- 
lent of $7.92 a year, $690 on the seventh, or $29.47 a year, 
and $1,048, or $42.62 a year on the last. 

A man who invested in 1887 has received from all privi- 
leges the equivalent of $152.94 a year for seventeen years, 
or 1.13 per cent. on his investment of $13,500. Investing 
in 1895, he has received the equivalent of $226.96 a year 
for nine years, or 2.33 per cent. on his investment of 
$9,750. Finally, a man who invested in 1900 has received 
from privileges alone 4.26 per cent. a year on his invest- 
ment of $12,600, or nearly as much as he has received 
from his 6 per cent. dividends. 

In the above table it was assumed that the stockholder 
sold his new shares during the six months succeeding their 
issuance. Table III. presents the returns on the same 
privileges on the assumption that the stockholder, imme- 
diately after the new issues were authorized, sold a part 
of his recorded holdings and replaced the shares sold by 
the new stock when issued. 

In this table, column 3 shows the immediate profit on 
each of the eight privileges, column 4 the amount on this 
at 5 per cent. on December 31, 1903. Column 6 represents 
the total on December 31, 1903, from all privileges of 
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which the investors at the various dates would have re- 
ceived the benefit. Thus, if our stockholder A invested 
$13,500 in one hundred shares in 1887, he has received 
from all of his eight privileges a total, principal and in- 
terest, of $5,740. This is equivalent to a return of $222 
a year during the seventeen years of his investment, or 
1.64 per cent. A man making a similar purchase in 1895 
has received from his five privileges a total of $2,953, 
which is equivalent to $265, or 2.73 per cent. a year on 
his investment, during the nine years of his investment 
period. Stockholders who made their investments in 
1900, 1901, and 1902, respectively, have made from priv- 
ileges alone 44 to 5} per cent. per annum on their invest- 
ments, and that, too, when their original purchases were 
made at very high premiums. In these cases the returns 
from privileges have exceeded the returns from the cur- 
rent 6 per cent. dividends. 

A comparison of Table III. with the preceding shows 
that the returns from privileges have been greater in the 
former than in the latter. This is as was expected. The 
stockholder in selling at once from his original holdings 
when a new issue of stock is authorized, instead of wait- 
ing until the new shares are issued, takes advantage of 
the market when it is most favorable, and realizes more 
on each privilege. 

It will also be noticed that the returns from privileges 
have been greater in the cases of the later investments 
than in the earlier. This is due to the greater frequency 
and liberality of privileges in more recent years, due to 
the rapid growth and improvement of the Illinois Central 
system since 1893. The Illinois Central Company has 
been very liberal to its stockholders. A company which 
has been even more liberal is the Great Northern, as is 
thown in Table IV. 

In this table, which is constructed on the same pattern 
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as Table III., five privileges are represented, four since 
1898. As shown in column 6, a man who purchased one 
hundred shares of Great Northern stock prior to June’l, 
1893, has received, principal and interest, from privileges 
alone a total of $15,713 by December 31, 1903. This is 
equivalent to a yearly return of $1,106, or 8.12 per cent. 
on his investment of $13,625. The stockholder who made 
a similar purchase just prior to July 1, 1898, has received 
from privileges alone a total of $14,966, which is equivalent 
to an annual dividend, during the six years of his invest- 
ment, of $2,200, or 14.32 per cent. on his investment of 
$15,475. Returns on later investments have ranged from 
4.94 per cent. to 5.71 per cent. It is to be observed that 
in every case the returns from privileges have considerably 
exceeded the returns from 7 per cent. dividends, while in 
one case the privileges yielded three times as much on the 
investment as did the current dividends. This phenome- 
nal result was due to the exceptional privilege in 1898 of 
100 per cent. of the old holdings at practically $60 a share. 
An explanation of this case will appear further on. 

The liberality of the Great Northern’s privileges has been 
unprecedented; and, together with the 7 per cent. current 
dividends, these have kept the Great Northern stock at 
a very high premium. In contrast with these are the 
privileges of the New York Central. In recent years that 
company has made three increases of stock of 10, 15, and 
15 per cent. in 1893, 1900, and 1902, respectively, as shown 
in Table V. 

By comparing columns 9 and 10, it will be seen that the 
yields from privileges alone were, in the last two instances, 
little more than one-third of the total yield on the invest- 
ment, while in the first instance the privileges made a 
comparatively insignificant addition to the income. None 
of these compare favorably with the returns from Illinois 
Central’s privileges, which were from 1.58 per cent. to 
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5.28 per cent. on the investment. This is due to the rela- 
tive infrequency of privileges granted by the New York 
Central Company (only three in eleven years as compared 
with six offered in the same time by the other company), 
to their small extent, and to the fact that in one of them 
the subscription price was at 25 per cent. premium in- 
stead of at par, as is usual. 

Another company whose privileges have yielded small 
returns is the Baltimore & Ohio, as shown in the following 
table :— 





TaBLeE VI. 


BALTIMORE AND OHIO PRIVILEGES. 


Yreup From Sate or Oxp STocK. 




























1 2 3 4 5 6 7 8 
" ein Yield 
t ot on 
Date of _ Loss 0 9 ——_ wer ae ry? Investment. 
ri gain. r 31, |jgain from : men ’ ° 
— cent.). 1903. {privileges Annuity. r 
cent.). 
{+8 
Apr. 21, 1900 . |163—80 75.00 | $89.74) $415.50 $96.41 | 1.67) $5,762.50 

















Deo. 24,1901 . |20 par 65.00| 71.66] 325.76 | 103.45 | { }-29|19-355 common, 
Oct. 17,1902 . |30par | 240.00] 254.10] 254.10 | 123.95 | { }-00 19.800 common 





Dec. 24, 1901 . |20 par 75.00| 82.69 335.18 | 106.34| }1"13| 9’400 preferred 











Yreitp From Sate or RIGHTs. 





Apr. 21, 1900 . |169—80 $75.00| $89.74) $424.92 $98.59 | 1.71 )| $5,762.50 
1.03 | 10,325 common 


{ 1.14| 10,800 common 


Oct. 17, 1902 . |30 par 237.50| 252.49| 252.49 | 123.17! | }"98| 9'575 preferred 











Since the reorganization of the Baltimore & Ohio sys- 
tem the capital stock has been increased only three times, 
—in 1900, 1901, and 1902, respectively. In the case of 
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the first privilege, which was offered at $80 a share, the 
market price of the stock was even below that figure 
Consequently, the profits from the sale of “rights’’ were 
substituted for the loss which would have resulted from 
the sale of stock in this instance. With this substitution 
the yield from the sale of old stock ranged from 1 per cent. 
to 1.67 per cent. on the investment. 

This table brings out another interesting point in con- 
nection with the sale of rights as a method of realizing 
upon privileges. The market price of the stock may 
sometimes be below the subscription price. In such a 
case the sale of stock would entail a loss. But it frequently 
happens that in such cases the “rights” will have a posi- 
tive value, so that the shareholder may after all net a 
profit where a loss would naturally be expected. The 
second part of Table VI. shows the yield from the sale of 
“rights,” which ranged from 1.03 per cent. to 1.71 per 
cent. on the investment, just a little more, in this case, 
than the yield from the sale of stock from the recorded 
holdings. 

The meagrest returns have come from the Missouri 
Pacific privileges, which are shown in Table VII. :— 











TaBLeE VII. 
MISSOURI PACIFIC PRIVILEGES. 
1 2 3 + 5 6 7 8 
Total Yield 
Immedi- a amount invest- Ped, 
Date of privilege. (per ate loss ber 31 gains | Annuity.| ment t. 
cent.). | or gain. | ‘1993." |from priv- (per men 
ilege. cent.). 
Feb. 26, 1886 . 10 par | $53.75 | $128.32 ($1,011.36 ef .34 | $10,425 
June 12, 1886 . 9 par 81.00 190.79 883.04 ¢ 29 10,825 
Oct. 16, 1886 . 10 par | 15000 23 10.850 
Mar. 19, 1887 . 10 par | 90.00 2 4 
Mey 13, 1890 . 15 84 x 7 
uly 5, 1901 . 15 par 
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This company offered four privileges in 1886 and 1887, 
one in 1890, and one in 1901. All have been of moderate 
extent, and the stock has sold at comparatively small 
premiums, in one case at a discount. As a result, the 
privileges have yielded only from 0.09 per cent. to 0.73 
per cent. per annum on the investments, even when these 
have been made at a discount. 

A review of the five sets of privileges set forth in the 
above tables will bring out several facts. First, a com- 
pany which is in a sound financial condition, as are the 
Illinois Central and the Great Northern, and which pur- 
sues a liberal policy toward its stockholders, may greatly 
add to their annual income through the privileges it offers. 
Secondly, the profits from these sources are not adequately 
reflected in the market price of the stock. Thus the Illi- 
nois Central stock, which has in recent years been yielding 
its holders from 8} to 11.9 per cent. on its par value, 
has been selling at from $120 to $170,—prices which 
should go with a 6-to-8 per cent. stock. Great North- 
ern stock has been paying its holders from 15 to 
21 per cent. per annum on its par value; yet its mar- 
ket quotations have ranged only from $136 to $200,— 
prices *which should naturally go with a 7-to-12 per 
cent. investment. This is naturally to be expected. 
The returns from privileges, though known to be large, 
came at irregular intervals and in irregular amounts. 
Consequently, the ordinary man who is not a mathema- 
tician does not know how these returns compare with the 
regular returns from current dividends. Further, although 
he may realize that past returns from these sources have 
been large, he has no means of judging of future returns 
from the same sources. 

In concluding this part of the discussion, it must not 
be forgotten that the method of treating privileged sub- 
scriptions as outlined and illustrated above can be only 
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retrospective. It can show only what the returns from 
privileges have been in the past: it cannot look into the 
future. Whether privileges will be as remunerative in 
the future as in the past can in small measure be judged 
from the revealed policy of the railway company. A 
corporation which has consistently pursued a liberal pol- 
icy towards its stockholders may, presumably, continue 
such liberality in the future if opportunities arise. But 
these opportunities arise only in connection with the growth 
of the railway system and in its improvement. The recent 
past has been a period of great growth and improvement, 
but it seems likely that most of the Eastern and Middle 
Western railway systems have nearly reached their full 
development. If such is the case, it is probable that these 
companies will have fewer opportunities for liberality than 
have come to them in recent years. Many of the Western 
and Pacific systems, however, will continue to grow and 
be improved for many years to come; and we may expect 
stock privileges to be important features of their financial 
operations. 


Ill. 


In the foregoing paragraphs the privileged subscription 
has been treated as a sub-topic in the larger subject of 
methods of procuring new capital funds,—in fact, as an 
influence affecting the choice between the issuance of 
bonds or stocks. The profits from these privileges, as 
shown in the practical study of the policies of the Illinois 
Central and other railroads, show that the privileged sub- 
scription may become a very potent factor in determin- 
ing that choice in favor of the increase of the capital stock. 
For, whether or not the condition of the shareholders’ 
personal finances would enable them to subscribe for and 
retain the new shares, the privileged subscription may 
in either case prove of material financial advantage to 
them. 











STOCKHOLDERS’ PROFITS FROM SUBSCRIPTIONS 259 


Two questions remain for discussion. The first was 
suggested by Professor E. S. Meade in a paper read before 
the American Economic Association in December, 1903, 
“The Management of the Surplus Reserve,” in which 
he named the privileged subscription among the methods 
of distributing a company’s surplus to its stockholders. 
He says, in this connection, “The rate of dividend may 
be increased, or the assets of the company may be directly 
distributed to stockholders, either by means of a stock 
dividend or what is known as a privileged subscription.” 
Is the privileged subscription a method of distributing a 
company’s surplus to its stockholders, and, if so, in what 
way does it accomplish this? 

To clear up this point, it will be expedient to define 
the term “surplus” and, incidentally, to distinguish 
between a corporation’s “capital” and its “capital stock.” 
The capital of a corporation is the excess of its assets— 
i.e., its real estate, cash, book accounts receivable—over 
its liabilities to its creditors,—namely, bonded debt, 
outstanding promissory notes, and book accounts pay- 
able. The capital is the net investment in the corporate 
business. This capital, or net investment, is in part 
represented on the other side of the corporate balance 
sheet by the “capital stock’; 7.e., the par value of the 
certificates of ownership in the corporate property which 
are held by the company’s shareholders. The capital 
stock thus stands on the corporate books as a liability 
corresponding in part to its capital, which consists of 
certain assets. The capital stock is a liability of the cor- 
poration to its owners, the shareholders. 

But the capital need not be exactly equal in value to 
the capital stock. At the commencement of the business, 
if the shareholders pay into the corporation an amount 
equal to the par value of the shares they take, it will be. 
But the prosecution of the business for which the cor- 
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poration was organized will cause the capital to diverge 
in value from the par value of the capital stock. Every 
profitable business transaction will increase the capital, 
and every unprofitable one will decrease it. Whenever 
the capital of the business exceeds its capital stock, a 
“surplus” appears. Whenever it falls below the capital 
stock, a “deficiency” arises. So that the surplus is 
merely the excess of the capital or net investment in the 
corporate business over the par value of its capital stock. 

A surplus may arise in many ways. By fortunate 
speculation, by selling the corporation’s securities—i.e., 
its bonds and stocks—at a premium, etc. The most 
important source of the surplus, and the source which 
is commonly in mind in speaking of the term, is the 
prosecution of the corporation’s legitimate business; 1.e., 
“current earnings.” We usually think of the surplus as 
“undivided profits.” 

The surplus, then, is capital which is not represented 
by capital stock. It is, nevertheless, owned by the share- 
holders in the corporation. A share of stock, the par 
value of which is $100, does not mean merely that its 
holder has invested $100 in the corporation or that, in 
event of a dissolution, he would be entitled to $100 of its 
property; but, if there are a thousand such shares, it 
means that the holder of one share is entitled to one one- 
thousandth part of the entire capital of the corporation. 
If this turned out to be $125,000,—+.e., if there were a 
“surplus” of $25,000,—each share would be worth $125. 
Thus ownership in the capital stock carries with it a pro- 
portional ownership in the corporation’s surplus. 

How may this surplus be distributed to the stockholders? 
One obvious method is to declare a dividend equal to the 
whole or a part of the surplus, and pay this in cash. The 
surplus is thus distributed in part to the stockholders in 
every cash dividend which the corporation declares, and 
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in every such dividend there is a direct distribution of 
the company’s assets. But it is claimed that a stock 
dividend or a privileged subscription accomplishes the 
same result. 

The effect of a privileged subscription may best be in- 
troduced by first considering the effect of a stock dividend. 
The latter consists in a distribution of the company’s 
capital stock to its shareholders without any return to the 
corporate treasury from them,—a free distribution of cap- 
ital stock. A cash dividend involves a distribution to the 
shareholders of a part of the company’s capital, and there- 
fore of a part of its surplus. A stock dividend, on the 
other hand, nominally increases the corporation’s liability 
to its shareholders without increasing its assets, and thereby 
causes the surplus as such to disappear. There is in this, 
however, in so far as the immediate effect is concerned, no 
distribution of the company’s assets to its shareholders. 
Indeed, the assets and the corporate capital, which is the 
important point in this connection, are left just as they 
were before the stock dividend was declared. The only 
change has been that the capital of the corporation has 
become more fully represented by its counterpart, the 
capital stock. In other words, the surplus has been cap- 
italized. 

There is, however, an important sense in which the 
stock dividend does distribute the surplus, although this 
distribution is indirect. The new stock which is issued 
in this way carries with it the same dividend privileges that 
attach to the old stock. Hence the dividend per share 
of stock remaining the same, the virtual effect of a free 
distribution of capital stock is to increase the total divi- 
dend and raise the rate of dividend on the basis of the old 
stock. This increase in the total dividend must be paid 
either out of current earnings from the accumulated sur- 
plus or “out of capital.”” In this sense the stock divi- 
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dend effects a distribution of a company’s surplus, but 
it does not involve a direct distribution of corporate assets 
or of surplus. 

So much for the stock dividend. There are three cases 
in the extension of a stock privilege; namely, the privilege 
may be extended at par, below par, or above par. In 
every case, like the stock dividend, the privileged sub- 
scription attends an increase in the capital stock of the 
corporation; but, unlike the stock dividend, this increase 
in the capital stock is accompanied by an increase in the 
assets of the corporation, and hence of its capital. The 
stock dividend caused a disappearance of the surplus, as 
such, due to the fact that the latter was capitalized. If 
a stock privilege is extended below par, the surplus will 
be reduced by an amount equal to the discount at which 
the new stock is issued. 

Thus suppose that a company’s capital is $125,000,- 
000 and its capital stock is $100,000,000, leaving a surplus 
of $25,000,000. If 100,000 new shares are issued and 
offered to the stockholders at $80, the capital will be in- 
creased $8,000,000 as compared with an increase of $10,- 
000,000 in the capital stock. The net result is a reduc- 
tion of the surplus to the extent of $2,000,000, the amount 
of the discount on the new shares. 

If the privilege is extended at par, the surplus will not 
be affected. Thus, in the above illustration, if the new 
shares had been offered at $100 instead of $80, the capital, 
as well as the capital stock, would have been increased 
by $10,000,000 and the excess of the former over the latter 
would have remained at $25,000,000; that is, since the 
assets increase equally with the capital stock, the surplus, 
which is the excess of the capital over the capital stock, 
remains the same. In like manner, if the privilege had 
been extended at a figure above par,—at, say, $125,— 
the cash receipts would have exceeded the increase in 
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the capital stock, and the surplus would have been 
increased. 

In only the first case, then,—namely, the issuance of 
the new stock at a discount,—is there a reduction in the 
surplus. This, however, does not involve a direct dis- 
tribution of the company’s assets to its stockholders; 
but, as in the stock dividend, the surplus, to the extent 
to which it disappears, is merely capitalized. This anal- 
ogy between the privileged subscription and the stock 
dividend, too, holds only in the case in which the new 
stock was offered to the shareholders at a discount. 

But, like the stock dividend, again, there is a sense in 
which the privileged subscription involves an indirect 
distribution of assets. This arose in the former because 
the increase in the corporation’s capital stock carried 
with it an increased claim for dividends without an in- 
crease in the investment, and therefore in the company’s 
dividend-earning power. But, even where the invest- 
ment in the corporate business is correspondingly increased, 
this will not necessarily carry with it a proportionate 
increase in the earning power of the corporation. The 
“law of diminishing returns” will begin to operate after 
a certain point has been reached in the development of 
a railway system, after which further outlays of capital 
will not bring corresponding increased earnings. Hence, 
even though a company issues its new stock at par, there 
is still this sense in which its surplus may be said thereby 
to be indirectly distributed to its stockholders. 

There is a last sense in which the privileged subscription 
may involve an indirect distribution of the company’s 
surplus, which may be illustrated as follows: Suppose that 
a corporation whose stock commands a high premium 
in the market wishes to raise $10,000,000, and that to 
procure these funds it issues 100,000 new shares at par 
when, by offering them in the open market, it could have 
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sold them at $125, and thus obtained the desired funds 
by issuing only 80,000 shares The extra 20,000 shares 
which the corporation chose to issue to its stockholders 
may, in a sense, be said to carry with them an unnecessary 
increase in claims for dividends, and thus involve an 
indirect distribution of the company’s surplus. 

With the railway companies that follow this practice, 
however, this course is not considered unnecessary. These 
privileges, by furnishing the stockholders with unusual 
opportunities for gain, serve to keep the company’s stocks 
out of the market, to hold the stockholders to the com- 
pany, and prevent that ever-shifting personnel of the share- 
holding body which is so detrimental to the interests of 
the railway system. A stockholding body whose per- 
sonnel is rapidly changing is likely to have only a tem- 
porary and passing interest in the welfare of the corpo- 
ration. The policy of such a company is likely to be 
determined by the momentary interests of its stock- 
holders, and vacillating rather than far-sighted and con- 
sistent. For this reason, as is maintained by President 
Stuyvesant Fish of the Illinois Central, these stock privi- 
leges are really necessary. 

To sum up, neither the stock dividend nor the privi- 
leged subscription involves a direct distribution of a cor- 
poration’s surplus, but at most represents merely its capi- 
talization, in whole or in part. Both indirectly may in- 
volve a distribution of the company’s surplus in the fact 
that they are accompanied by increased claims for divi- 
dends without a proportionate’ increase in the earning 
power of the corporation; that is, the only way in which 
either device may distribute a company’s surplus is 
through a virtual increase in the dividend rate, the first 
of the three methods mentioned by Professor Meade. 

The second of the two questions is this: Is the privi- 
leged subscription a method of watering stock? There 
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are various meanings attached to the term “watered 
stock.” With some a company’s stock is watered when 
its capital stock exceeds its original investment; with 
others, when the capital stock exceeds the cost of dupli- 
cating the company’s property. In this view a corpora- 
tion’s capital stock might contain no “water” at one time, 
but through a fall in the cost of producing its properties, 
“water” would creep into its capitalization, although 
not an additional share had been issued nor an asset sold 
or destroyed. Again, stock becomes watered if its value 
in the market falls below par. 

In discussing the subject of stock-watering, it will be 
advantageous to distinguish two distinct cases: namely, 
(1) the procedure at the time the corporation is organized; 
(2) the effect upon the capitalization of various influ- 
ences, such as cheapening cost of production or changes 
in the market value of corporate properties which come 
in subsequent to the organization of the company. How- 
ever various the opinions concerning the effect of the 
second set of influences may be, it will be generally ad- 
mitted that in the organization of a corporation, if the 
value of the property and cash paid in does not equal 
the par value of the shares issued, we have a case of stock- 
watering. It will also be admitted that, if the value of 
the property and cash paid into the corporate treasury 
in exchange for its capital stock does equal the par value 
of the shares issued, we do not at that time have a case of 
stock-watering. The capital—i.e., the net investment— 
increases equally with the capital stock. This is the 
criterion which the ordinary man has in mind in passing 
judgment upon such a transaction. 

It will further be agreed that, if at any time subsequent 
to the company’s organization stock is issued, but paid 
for at less than its par value, another case of stock-watering 
arises. The corporate capital has not increased equally 
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with the capital stock. On the other hand, if new stock 
is issued and paid for at or above its par value, this trans- 
action does not involve stock-watering. The corporate 
capital, or investment, has increased equally with its 
capital stock. This is the criterion by which the aver- 
age man judges the effect of an increase of stock; 
namely, Has the capital, or investment, in the corpora- 
tion increased at an equal pace with its capital stock? 

Applying this criterion to the stock dividend, we should 
find that that device always involved a watering of stock; 
for it always consists in an increase in the company’s 
capital stock without any increase whatever in its capital, 
or investment. The stock dividend may have one of 
three objects. It is sometimes declared instead of a cash 
dividend. Thus many times in the early history of the 
Reading Railroad, when large profits were being made, 
but when the company needed these funds for extensions 
and increased equipment, instead of paying out cash, it 
distributed dividends in scrip which was convertible into 
new stock. This saved the trouble of paying out cash and 
then taking it in again, also saving considerable time 
which might have been lost in trying to sell new stock in 
the market. In other cases the stock dividend may be 
used as a method of concealing the fact that dividends 
are really not being earned. In such cases the officials 
declare a dividend as usual, but, as in the preceding case, 
announce that the cash is needed for new equipment or 
for other purposes, and offer scrip or stock instead. 

The second object of a stock dividend is to capitalize 
the accumulated surplus. The surplus has been defined 
above as the excess of the capital, or investment, in a cor- 
porate business over the par value of its capital stock. It 
is the part of the capital which is not represented by capi- 
tal stock. But it 7s represented on the corporate books 
by a fictitious liability termed the “surplus account.”’ 
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When the surplus is capitalized by means of free distri- 
bution of stock to the shareholders, this “surplus account”’ 
is wiped out and an increase in the “capital stock account” 
substituted for it. Occasionally a stock dividend is de- 
clared when there is neither an accumulated surplus nor 
a sum of net profits from which to pay a dividend. In 
such a case the purpose is either to conceal this lack of 
profits or purely to inflate the capitalization for specula- 
tive or other purposes. 

The stock dividend is always a method of watering 
stock. Not so the privileged subscription. A privilege 
which is offered below par does, as seen above, involve 
stock-watering. Thus in 1900 the Baltimore & Ohio Rail- 
road Company offered new stock to its shareholders at $80; 
but in this case the new stock would not have brought 
more than $75 if it had been sold on the market. Another 
notable instance of privileges offered below par was the 
Great Northern privilege of 1898, to which attention was 
called in Table IV. above. For some time the Great 
Northern management had been advancing funds for 
construction purposes out of its own earnings to the 
Seattle & Montana, a subsidiary company. These funds 
formed a legitimate surplus to the Great Northern; and, 
when in 1898 the Seattle & Montana Company gave the 
Great Northern its bonds in return, the latter company 
declared a bond dividend. But, instead of distributing 
these bonds themselves to its stockholders, the Great 
Northern Company increased its own stock 100 per cent., 
and offered the new shares at par to the holders of record. 
In payment for this new stock the Great Northern share- 
holders were credited by that company with 40 per cent. 
of their subscription price on account of the Seattle & 
Montana bonds which the Great Northern Company 
retained in its treasury, and only the remaining 60 per 
cent. of the subscription price was paid in cash. In 
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other words, the Great Northern Railway Company 
declared a dividend in bonds, and paid it in stock. 

This transaction was equivalent to a stock dividend 
of 40 per cent. and a privileged subscription of 60 per 
cent. of recorded holdings at par. For although, as the 
management claimed, the funds which had been advanced 
to the Seattle & Montana Company would otherwise have 
been paid out in dividends, and the 40 per cent. credited 
upon the stockholders’ subscriptions merely compensated 
them for dividends to which they had been entitled, but 
which they had foregone, nevertheless these funds had 
been put into the company’s surplus; and in this transac- 
tion itself the capital stock was increased 40 per cent. 
without any increase in the company’s assets or capital 
to correspond. This last consideration is the criterion, 
and in this illustration we have a genuine case of stock- 
watering. 

Stock privileges that are offered below par are, how- 
ever, few in number. Most privileges are offered at par, 
while a few, like the recent privilege extended by the Penn- 
sylvania Railroad to its stockholders, are offered at a 
premium. In neither of these two cases, according to our 
criterion, is stock-watering involved. 

The effect of a stock dividend is always to reduce the 
proportion of assets to liabilities, since the two are not 
correspondingly increased. The effect of a stock privi- 
lege, on the other hand, is sometimes to decrease this 
proportion, sometimes to increase it. This is especially 
true if the stock is offered at par; for, if the system has 
been over-capitalized, every new share issued at or above 
par tends to equalize the investment and the nominal 
capitalization, and the same applies to a system that has 
been under-capitalized. Thus, if the investment in a 
railway system was $90,000,000 and the capital stock 
issued was $100,000,000, the investment was $90 per 
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share. If now 250,000 new shares are offered at par, 
the investment becomes $115,000,000 and the nominal 
capital $125,000,000, representing an investment of $92 
pershare. Here, in an over-capitalized system, the average 
investment per share is raised by $2. On the other hand, 
if the investment had been $125,000,000 and the capital 
stock $100,000,000, the investment would have been $125 
per share; and, with the increase of 250,000 shares at 
par, the average would be reduced to $120 per share. 

While the privilege which is offered at or above par 
cannot, strictly speaking, be said to constitute stock- 
watering, it is, nevertheless, a very efficient method of 
concealing the real earnings of a railway system. In the 
first place the size of the returns from this source is not 
generally known. In the second place, since these privi- 
leges are usually offered at or above par, the fact is lost 
sight of that there is, in a sense, as shown above, an 
unnecessary increase in the claims upon the company to 
pay dividends. But since, as stated above, the tendency 
of this kind of privilege is towards the equalization of 
the investment in the system with its capitalization, this 
second consideration loses importance. 

Thus, while the stock dividend will always be opposed 
as a method of stock-watering, the privileged subscrip- 
tion, so long as the privileges are not accorded at a figure 
below par, will be recognized as, on the whole, a legiti- 
mate method of increasing the capital stock and obtain- 
ing funds for the purposes of corporate expansion. This 
method is unquestionably legal; and, as long as the in- 
vestment increases equally with the capitalization, there 
is not likely to be any serious opposition to its use. 

THomas WARNER MITCHELL. 


UNIVERSITY OF PENNSYLVANIA. 














A PLANTATION EXPERIMENT.’ 


In a paper on “The Negro in the Yazoo-Mississippi 
Delta,” read at the fourteenth annual meeting of the Amer- 
ican Economic Association,* I briefly touched upon the 
conduct of a plantation in which I was interested. Because 
of a certain degreee of novelty attaching to some of the 
features which characterized the business relations be- 
tween the plantation management and its negro labor, I 
felt justified in referring to these transactions as an “ex- 
periment.” It is to a discussion of this experiment, six 
years after its inception, that the present paper is chiefly 
addressed. 

An adequate supply of labor is the first essential in the 
business of raising cotton. To secure it constitutes the 
most serious problem confronting the plantation manage-. 
ment. Not for forty years has the supply equalled the 
demand in the alluvial section of Mississippi. Here the 
negro still has almost a monopoly of the field of manual 
labor, though at last his supremacy has been threatened 
by the white man. So great is the annual competition 
among planters for negro labor that the latter is afforded 
opportunities for driving bargains superior to those pos- 
sessed by any other class of agriculturists with which I have 
any acquaintance. There is absolutely no fixed basis 
among planters for making terms with labor, and in con- 
sequence contracts vary through a wide range of condi- 
tions. Any negro family, though it consist of only a man 
and his wife, and have not a dollar on earth, will be taken 
into partnership with the planter; for that is the real nature 
of the share contract. The planter will locate the family 
for the year in a comfortable house, on its proper allotment 
of as good land as can be found in America. He will fur- 


1Dunleith Plantation is in Washington County, Mississippi, on the Southern 
Railway. 
2 Washington, D.C., December 27-30, 1901. Papers and Proceedings, pp. 235- 
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nish the land (which includes house, fuel, water, and garden 
free), seed to plant it, and team and implements with which 
to cultivate it. This is the planter’s part, and against it 
the negro furnishes his labor, and agrees to make and gather 
the crop. The two divide whatever is raised, share and 
share alike. In addition the planter supplies the share- 
hand with food, clothing, tobacco, medicine, and medical 
attention. He does this from the day the family reaches 
the plantation until the day it decides to “‘move,” or, rather, 
until the planter learns of such decision. He hazards his 
advances upon tbe sole security of the crop, and looks to 
the negro’s share for his reimbursement. 

In the paper to which I have referred I made this state- 
ment: ‘‘There is scarcely a planter in all this territory who 
would not gladly make substantial concessions for an as- 
sured tenantry. I do not mean for negroes who would 
stay with him always, and never take advantage of an op- 
portunity for genuine betterment, but merely for such as 
would remain with him only so long as they were willing 
to work at all under the same conditions, and should re- 
ceive honest and considerate treatment at his hands.’’? 
I would to-day, and with all possible emphasis, reiterate 
the assertion of three years ago. 

It was to the desire and hope of building up some such 
“assured tenantry” that our experiment largely owed its 
inception. Its salient features were: uniformity of tenant 
system, all land being rented at a fixed cash rental; the 
sale of stock, implements, and wagons to tenants upon 
exceptionally favorable terms; the exercise of proper super- 
vision over the crop; the use of a contract defining in de- 
tail the undertakings of each party; the handling and dis- 
position of the gathered crop by the plantation manage- 
ment. Let there be no misunderstanding of the motives 
behind all this. There was nothing philanthropic about 
it. It was a business proposition, pure and simple, but 
certainly one with two sides to it. The plan was to select 
a number of negro families, offer them the best terms 

1 Popers and Proceedings, pp. 259, 260. 
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and most advantageous tenant relation, and so handle 
them and their affairs as to make them reach a condition 
approaching as nearly as possible that of independence. 
The hope was that, having accomplished this purpose, we 
would thereby also have in large measure solved the 
labor problem, having attached to the plantation by ties 
of self-interest a sufficient number of these independent 
renters to make us in turn measurably independent of the 
general labor situation. The problem before us was to 
place in the hands of these people the means of acquiring 
something for themselves, and then, in every instance of 
deficient individual initiative, by proper supervision make 
them acquire it. 

The principal statistical features of the experiment 
during the five-year period which witnessed its beginning 
and its practical abandonment may be thus summarized.’ 
We brought to the plantation, at the close of the season of 
1898, 30 new families, and began the first year, 1899, with 
a total of 58. On 1,064 acres of cotton land we made 
but 459 bales of 500 pounds average, a family average 
of 7.9 bales. The average price received was 7.50 cents 
per pound; and the entire crop, cotton and seed, brought 
$21,663.88, or a family average of $373.51. Of the families 
on the place, 26, or 44.8 per cent., left at the end of the year. 
We moved in 27 families, and, with the 59 which the addi- 
tion gave us, cultivated 1,048 acres of cotton in 1900. The 
crop was 817 bales, or 13.8 per family. It sold at an aver- 
age price of 9.94 cents, and with its seed brought $47,541.66. 
This was an average cash product value of $805.79 per 
family.*. The number of families who left the place at the 
close of the year was 13, or 22 per cent. of the total. We 

1The number of persons to the average family remains practically stationary 
at about 3.7. See Papers and Proceedings, p. 269. 


2The ‘‘cash product’”’ value must not be confused with the total crop value 
shown for this year in ‘‘The Negro in the Delta,’”’ nor the total acreage given there 
with the cotton acreage shown above. It may be explained that the number of 
families given in the previous paper, 61, included 2 occupying somewhat anom- 
alous tenant relations, who have been omitted here. The number of bales given 
here—817—is correct, instead of 818, as shown in the other paper. Papers and 
Proceedings, p. 269. 
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secured 15 new ones, and had on the place 61 families in 
1901. We had this year in cotton 1,348 acres, and raised 
1,270 bales, 20.8 to the family. At an average price of 
7.90 cents for the cotton this crop, including seed, realized 
$60,742.04, being $995.77 per family. We lost 16 families 
this year, 26.2 per cent. of the whole force, and moved in 
24 new squads, which gave us 69 for 1902. The latter year 
we raised 1,131 bales of cotton on 1,341 acres. Seed and 
cotton brought $54,593.26, the average price for the latter 
being 8.08 cents per pound. The average product of cotton 
was 16.4 bales per family, the average value of cotton and 
seed $791.20. At the end of the year we lost 17 families, 
24.6 per cent. of the total, and moved in 23 for the following 
year. This gave us 75 squads for 1903. We cultivated 
1,392 acres of cotton, and raised 741 bales, 9.8 to the family. 
This brought 11.77 cents per pound, the cotton and seed 
selling for $53,527.73, or an average of $713.70 per family. 
At the close of the season 31 families, 41.3 per cent. of our 
working force, left the plantation." 

During the period under review the tenant system of 
the plantation was changed from an exclusively rent basis 
to just as nearly an exclusively share basis as it was possi- 
ble to reduce it. In the first two years the entire planta- 
tion was in the hands of renters, while of the cotton acreage 
in 1903 they worked but 54.6 per cent., and produced but 
45.3 per cent. of the crop. This has been still further re- 
duced, and of a total cultivated acreage of 1,577 in 1904 
they worked but 465 acres, or less than 30 per cent. The 
number of families on the place increased from 58 to 75 
during this period; the number renting fell from 58 to 36, 
a decline in per cent. of the total number from 100 to 48. 
Here, again, the renters lost still further in 1904, falling to 
30 families out of 79,—a decline to less than 38 per cent. 
of the total. In 1899 they held 73 head of work stock, 
94.8 per cent. of the total number on the place. This fell 


1 The above figures and others of more or less interest in connection with this 
discussion are given in a table appended to this article. For aid in compiling 
the data I wish to acknowledge my great indebtedness to my business associate, 
Mr. Julian H. Fort. 
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to 60 head in 1903, which was but 47.6 per cent. of the total. 
Here, too, there has been another decline, the 60 in 1903 
having fallen to but 23 in 1904. 

But the story of the decline of the renter on Dunleith 
Plantation—of the failure to accomplish what was at least 
hoped for under the system inaugurated in 1899—cannot 
be told in any statistical display, nor can the reasons which 
compelled the abandonment of the experiment be set forth 
in a column of figures. Back of the inception of the scheme 
was the desire to create a satisfied and satisfactory force of 
reasonably permanent tenants. Not that we were ever 
sanguine enough to hope to have them all in this category. 
We would have been satisfied with a group of 50 per cent. 
of the total, or even with less. It was hoped to accomplish 
our object by a direct appeal to self-interest. We demon- 
strated our ability to make independent, property-owning 
families out of poverty-stricken material. These families 
in turn demonstrated the fact of their independence by 
severing relations with us almost as promptly as we put 
them on their feet. After the termination of three years 
we had begun to feel reasonably certain that even the most 
practical appeal we could make to radically improved 
material welfare would be generally overcome by an ap- 
parently instinctive desire to “‘move.” After the experi- 
ence of five years we were quite satisfied of our entire in- 
capacity to make the average plantation negro realize the 
remotest causal relation between stability and prosperity. 

We were not surprised to have 26 families leave us the first 
year, nor were we especially concerned over the departure 
of 13 the second. It was not alone the number who left 
us each year, but likewise the increasing annual drain on 
the property involved in their departure that forced us to 
realize the utter impossibility as a business proposition of 
continuing our general system. In operating a planta- 
tion, stock and implements rank with labor as necessary 
complements. A cardinal feature of our plan involved the 
placing of the first two essentials in the hands of the latter. 
If the labor could be depended upon to remain on the 
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property under normal conditions a reasonable average 
length of time, this result would, of course, have been merely 
incidental to a successful conclusion of the experiment. 
If, however, the laborers proved conclusively that they could 
not be so depended upon, then to have continued to put 
the business at their mercy by giving them control over 
everything necessary to its conduct would have been ex- 
tending a foolhardy invitation to ultimate disaster. It 
is bad enough to have to face a general exodus of labor, 
but such a contingency becomes doubly serious when it 
involves the loss of stock and implements as well. There 
are on the plantation to-day but two head of work stock 
that were there in 1899. What has transpired gradually, 
and without serious consequences, might easily have oc- 
curred in a single year with disastrous results, had we 
allowed the acquisition of stock by the labor to proceed 
far enough. I wish it understood that not the slightest 
obstacle is placed in the way of a tenant’s acquiring imple- 
ments and stock, but also that we no longer sell him these 
things on long time, nor.do we otherwise personally en- 
courage their purchase. We simply endeavor to fill the 
place of each departing renter with a sharehand, and try 
to confine such renting as we are compelled to do to such 
as come to us with stock of their own. In short, we are 
no longer engaged in the altruistic enterprise of convert- 
ing shiftless and empty-handed negroes into desirable and 
well-equipped tenants for the temporary benefit of other 
planters. 

From 1899 to 1903, leaving out of consideration the 30 
new families brought in at the beginning of the former 
year, we moved in 124 families. In the same period we 
lost 103. Of the 79 families on the place in 1904 but 8 were 
with us in 1899. Of the 103 who have left, some with little, 
some with much, not one has become an owner of land. 
Most have simply continued as tenants elsewhere. Many 
have lost what they carried away, and have become share- 
hands on other plantations. Some have dropped into the 
ranks of day laborers. A few have drifted into towns. 
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Let me illustrate one of these removals. In December, 
1900, we moved in a crew of 7 people. They all represented 
themselves as working hands, though one of the men was 
over sixty-five, with a wife past sixty. Their entire outfit 
consisted of a horse, worth at a liberal valuation $50, and $58 
worth of miscellaneous and indescribable household effects. 
In December, 1903, while riding over the place one day, 
my attention was arrested by a procession slowly approach- 
ing me. It consisted partly of two wagons, one buggy, 
two mules, one horse, three cows, two calves, and five 
dogs,—the property of this same crew of seven. In addi- 
tion they had with them outside wagons enough to assist 
them in hauling away 285 bushels of corn, $190 worth of 
household effects (including a sewing-machine for each 
woman and a gun for each man), and a half-dozen crates 
of hogs and several of poultry. During the three years 
they had paid rent and accounts amounting to $4,168.96, 
had received in cash $747.85, and had cash paid for help 
in their crops to the amount of $393.90. Their accounts, 
of course, included a variety of purchases in addition to 
their living expenses. They carried away $1,100 worth of 
personal property. They left to get rid of the supervision 
incident to plantation management, and removed a short 
distance to the property of a non-resident, and secured their 
advances from a merchant. In November last I learned 
that the head of the squad had applied to a neighboring 
planter for a location for 1905, and wanted the latter to 
lift a debt of $1,000 for him.’ 

Of those who have left I have said that it was not so much 
their number as their condition that concerned us. In 
this connection let us look into the condition of the thirty- 
one families who left us at the close of 1903. It may sug- 
gest itself to some that the single illustration just given can- 
not be typical of the possible consequences of the removal 
of a large number of renters at one time, but that it is 


18ince the above was put in print this squad has returned to us. to make a crop 
the present year. It surrendered all it had, save household effects, to its merchant, 
and in addition we advanced $75 to cover abalance. It begins where it started 
before, with nothing, and this time will work on shares. 
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an isolated instance, selected to prove a case. A study of 
the entire group of families who left that same year will 
also serve as a reply. Thirteen of these families were 
renters, and carried with them the following personal prop- 
erty :— 





0 ee a ee ee ee 
ER 6k kk ek ee 360.00 
eS wc ke ee kc tt eS eS 200.00 
I sk Sg RH TS ae eS 325.00 
RS i ae ea So ee SO 650.00 
ee ee ee eee ee ee 700.00 

$5,360.00 


They also had between $800 and $900 in cash; but, as this 
is an estimate it is not included. One of these families had 
rented 23 acres of land, and had been paid a cash balance 
of $659.60. Another rented 25 acres, and drew a cash 
balance of $734.72. Of the 31 families 18 were sharehands, 
and had but $360 worth of property, and that in the shape 
of household effects. It is not difficult to see why the 
removal of the 13 renters was a more serious matter than 
the loss of the 18 sharehands. 

We hear a great deal about the unequal distribution of 
wealth in this country, but I have always believed the 
wealth of the American negro to be more unequally shared 
than that of any other class of our population. Of course, 
these figures are too insignificant to be worth anything 
whatever in this connection, nor is this paper concerned 
with such a discussion. The remark is suggested, however, 
by a glance at the average holdings of these two groups 
of families. If we stop with the statement that 31 families 
owned $5,720 worth of property, we have the very fair 
showing of $184.51 per family. The actual distribution 
of their total holdings, however, gives the renters $412.30 
per family, and the sharehands but $20. This inequality 
holds also with the 79 families on the plantation in 1904. 
They own, all told, $7,180 worth of property. This would 
be $90.88 per family. An analysis, however, shows that 
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30 renters own $177.33 per family, or $5,320 of the total. 
(This is within $40 of the exact amount taken away by the 
13 renters in 1903.) Of the balance, $1,120 is held by 12 
sharehands, an average per family of $93.33. The re- 
maining $740 is made up of a distribution of $20 each to 
37 sharehands, solely for household effects. But a further 
analysis shows a still more striking inequality. The 8 
families who have been with us since 1899 constitute but 
little more than 10 per cent. of the total in 1904, but own 
more than 60 per cent. of the total property. They own 
$4,375 worth, or $546.87 per family. _ 

While there is no question in my mind as to the cash rent 
tenancy being preferable, from the laborer’s standpoint, 
to any form of métayer, yet I must not be understood as 
holding that all the advantages by any means accrue to 
the side of the former system. Earlier in this discussion 
I gave an entirely unexaggerated statement of what the 
planter will do in the way of “staking” the sharehand 
who comes to him with a capital consisting only of ability 
to work. Thanks to a crop lien law and a fertile soil, such 
@ man can secure advances in my section of the country 
upon the sole security of the crop to be grown by him. 
He has the advantage over the renter of having the planter 
for a partner, and the latter takes all the risk. If dis- 
aster overtake him, the renter may lose his stock and im- 
plements, but the sharehand operates on another’s capital. 
At worst he can lose but his labor, and for this he has in any 
possible contingency at least been sheltered, clothed, and 
fed. After all, the net results to the tenant depend far 
more upon his individual efforts and upon his habits, 
whether of extravagance or economy, than upon any fixed 
features incident to one system of tenure or the other. 
Upon every plantation are to be found sharehands who 
make just as much as do any of the renters, and the nature 
of whose tenant relation is entirely of their own choosing. 
A number of accounts could be adduced to illustrate the 
relative results of the two systems, but the personal equa- 
tion is so large a factor as to impair the value of bare figures 
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for purposes of comparison. The two following are selected 
because they are accounts of families equal in all essential 
respects. They are for 1903, and are condensed as much 
as possible. 


Renter: 183 Acres (154 1n Corton, 3. in Corn). 








Debits. 
AS ar ar a ee 
 .. .< nw & oe 8 ee oe ee oe 96.75 
Stock feed... g! ae a 52.65 
Blacksmith, doctor, and planting seed IO BOE AG 25.58 
Work in crop, wane ee ae ee ee 42.60 
a ee 162.48 
$509.56 
Credits. 
Net proceeds of 8 bales of cotton, 4,543 nam and 
seed from same. . . $509.56 
SHAREHAND: 18 Acres (16 1n Corton, 2 In Corn). 
Debits. 
Merchandise . . . iwi wt mars: ao 
Work in crop, ee ond ginning . oy a ee ee 40.00 
CMe. « ; - % ee eae ce oe. 
$328.25 
Credits. 
One-half net proceeds of 10 bales of ain 5,327 
pounds, and seed fromsame .. . - + »« $3828.25 


The renter made 75 bushels of corn, and the sharehand’s 
half of his was 25 bushels. The sharehand made 333 pounds 
of lint cotton per acre, the renter 293 pounds. The latter 
was 27 pounds above the plantation average for the year, 
and 73 pounds above the average yield of renters. The 
sharehand’s yield was 67 pounds above the average of the 
plantation and 15 pounds below the average sharehand’s. 


The renter had three items on his account which the planter. 


has to provide under a share contract,—namely, black- 
smith, stock feed, and planting seed. The sharehand hap- 
pened to have no doctor’s bill. The renter drew $4.90 
more in merchandise than the sharehand, but received 
$33.92 less cash. The renter owned two mules, a wagon, 
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and implements, which may be said to have represented his 
operating capital. He also owned a buggy. The share- 
hand operated with plantation stock and implements, but 
owned a riding horse and a cow. 

In immediate bearing upon our experiment and as illus- 
trating the gradual transition from a rent to a share system, 
the most significant figures in the appended table are those 
which show the stock owned by renters, those showing the 
rented acreage, and those giving the number of families 
renting, with per cent. of total number.. There are other 
figures, however, of more or less interest in any general 
discussion of plantation economy. Take the acreage produc- 
tion of lint cotton, for example. The figures show a range 
of from 215 pounds to 471, and illustrate the fluctuations 
that may result from various combinations of yield and 
price. Their study will exhibit the ups and downs of the 
business,—its possibilities and its hazards. The most 
valuable lesson they offer is the heavy advantage shown 
to follow a large yield per acre.’ In the figures showing 
the amount of cash advanced tenants each year on the two 
accounts of outside work in making their crops and in extra 
picking, we are dealing with two of the most important 
factors in the net results of the negro’s crop. These two 
items are shown to have been $4.52 for each bale raised 
in 1902. Even if equally distributed, this would have im- 
posed an average charge that year of $74.17 per family. 
But the amount of such assistance needed or demanded 
by the negro varies all the way from nothing up to enough 
to consume what would otherwise be handsome profits. 
These two items alone during this five-year period would 
have increased the cash balances to our tenants in the total 
sum of $15,248.90. 

1 The fluctuations of yield exhibited here were under conditions well-nigh abso- 
lutely uniform during the five years,—-save in the one respect of weather. Cotton is 
essentially a ‘‘ weather crop,” and this truism points to the fallacy of most of the de- 
ductions and speculations founded upon the indicated yield of 1904. The most 
assured conclusion as to labor and other conditions, and the most solemnly an- 
nounced prediction for ensuing years, may both be rendered absurd by too much, or 


too little, rain during the growing season, by two much while the crop is being 
saved, or by a killing frost too late in the spring, or one too early in the fall. 
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The transactions between the planter and tenant are fre- 
quently utterly devoid of any approach to a proper busi- 
ness basis. This is largely on account of the character 
of the labor, and rests partly on established custom and 
partly on the competition for hands. At all events, out 
of the combination of causes the negro manages to realize 
in much too large measure for his own good the gratification 
of his whims and pleasures. I have yet to know of one so 
deeply in debt or so far behind with his crop as to cause the 
least hesitation in the matter of demands for cash for the 
circus or excursion. But of all plantation customs the 
most pernicious, in my judgment, is that of advancing 
“Christmas money.” This is just exactly what its desig- 
nation implies. It is never asked for under any pretext 
of being devoted to some legitimate or substantial use. It 
is drawn for the sole and express purpose of promoting the 
pleasures of the holiday season, which begins, according 
to the recognized plantation calendar, several days before 
the 25th of December, and terminates several days after 
the 1st of January. I have never heard of a dollar of such 
money being diverted from its destined aim. It is spent 
in various and sundry ways, according to the individual 
estimate of what constitutes ‘‘a good time.” A good part 
goes for railroad fare,—for “riding the train”; the saloon 
and the crap table receive more than their share; some 
goes for cheap finery and pinchbeck jewelry. We tried the 
experiment of putting this matter on a business basis in 
1899. In consequence there was no “Christmas money,” 
but we have put out our share since. The figures show the 
aggregate amount on this account to have been $3,034.70. 
This may seem small, but it should be considered in conjunc- 
tion with the accompanying figures, showing the cash bal- 
ances and advances during this same month each year. 
They show that in December during the five years there 
was advanced a total of $7,990.63 in addition to Christmas 
money. The items are placed in juxtaposition, so that the 
significance of the latter annual draft and waste may be 
the more readily appreciated. To illustrate further the 
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amount of cash handled by the negroes, the table also shows 
the cash balances and advances to them during the ginning 
season. This usually begins in September, and runs to 
January, February, or March, according to conditions. 
During these months there was paid our negroes, exclusive 
of advances while the crop was being grown, cash to the 
amount of $44,727.05, an average of $8,945.41 each year. 


In concluding my earlier paper, to which in some sense 
this may be considered a second and final chapter, I said that 
it was impossible for me to judge fairly the effect upon our 
negro labor of the showing at that time exhibited. I may 
quote this statement: “To arrive at a just conclusion on 
this point, at least five years would be required, and only 
such tenants as removed to other places to continue the 
tenant relation could be considered in enumerating the re- 
movals. It would be manifestly unfair, in considering the 
extent and influence of a migratory, restless habit, to attrib- 
ute to it such as were actuated by opportunity and desire 
to purchase land.” * 

We have before us an exhibit of the transactions of a 
somewhat longer period than the one suggested. As far 
as possible, it is confined to a bare statement of fact. It 
is entirely competent for any one interested in the subject 
to study the data presented and reason to his own conclu- 
sions. In judging how far it might be safe to generalize 
from a single plantation, the following suggestions may 
with some possible profit be borne in mind. The opera- 
tions cover a period practically of six years, though all the 
crop data for the last year are not available. The number 
of families covered is 154, and of individuals affected more 
than 1,600. The negroes composing these families came 
from nearly every section of the South, every Southern 
State contributing, with the exception of Texas and Florida. 
The operations extend through years characterized by 
extremes both of yield and price, with an excellent general 
average of each. The plantation management was strongly 
biased in favor of the rent system at the beginning of 1899: 

1 Papers and Proceedings, pp. 271, 272. 
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it leans as strongly towards the share system at the close 
of 1904. The relations between management and tenants 
have been uniformly kindly and necessarily most intimate. 
In the main the families have been of good class, orderly, 
and well behaved, but one homicide having occurred among 
them during the six years. No one of the 103 families 
that have removed has undertaken the purchase of land. 
The average age of the heads of families has been about 
forty years. Of the 8 who have remained on the place 
during six years, 4 are over sixty-five, 1 over sixty, 2 over 
and 1 under forty. 

To my mind, the most suggestive fact which these opera- 
tions would seem to establish is, stated conservatively, 
that the attainment of a prosperous condition by the plan- 
tation negro does not influence him sufficiently to create 
an attachment for the local environment which accom- 
plishes his material betterment. This seems to me true, 
unless the removals from such environment are at least in 
some considerable measure influenced by stronger appeals 
to intelligent self-interest than are offered by the condi- 
tions surrounding the initial improvement. This, of course, 
presumes the persistence of normal and friendly relations 
between tenant and management. I take it that in the 
case before us we are justified in eliminating at the outset, 
as one legitimate occasion of removal, if I may use the 
expression, the desire to become a land-owner, inasmuch 
as no attempt was made in such direction. In running 
down the list of recorded causes of removal, I find one, and 
but one, that can be placed in the class of appeals to self- 
interest, and then only by not insisting that such self-interest 
be intelligent. This was the case of several well-to-do 
renters who left us in 1902 because they were offered a 
reduction of land rent of one dollar per acre elsewhere. 
Upon its face such action cannot be criticised. As a matter 
of fact, it emphasized the operation of an unfortunate racial 
trait,—the thoughtless failure to distinguish between the 
simplest forms of real and fictitious advantage, the heedless 
pursuit of the shadow for the substance. The property 
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to which these people removed was run down, its houses 
were scarcely habitable, its drainage was poor, and there 
was not another family on it at the time. The reduced 
rent was a concession to necessity, yet the bait was seized 
as eagerly as though the hook were not visible to the 
foresight even of a child. Within a few weeks, whether 
prompted by characteristic vacillation or by the operation 
of returning common sense, I do not undertake to say, 
some of these families wanted to return to us. 

It would be well-nigh impossible to enumerate the various 
causes, real and imaginary, behind the change of abode of 
the hundred and odd families who left us during these years. 
In several instances, hands left because we were unwilling 
to advance the amount of “Christmas money” to which 
they felt themselves entitled. Some departed with the 
rare frankness of a declaration that they “just wanted a 
change.” Family troubles, the separation of husbands 
and wives, also account for their share. Still others went 
because of alleged dissatisfaction with the contract under 
which they had successfully been brought to a state of in- 
dependence.* 

In saying that I have long since abandoned the hope of 
fathoming the processes of the plantation negro’s mind, 
I have “‘a conscience void of offence” toward these people, 
to whom I have never knowingly been guilty of an unjust 
act or word. I mean simply to give expression to the con- 
viction, speaking of the average, of course, and not of the 
rare exception, that their actions have no logical or rea- 
sonable basis, that they are notional and whimsical, and 
that they are controlled far more by their fancies than by 
their common sense. Not that the negro is to be called 
upon to render to the world a reason for his every act,—to 
account to his critics for the motives behind his comings 
and his goings upon the earth. But the student of sociology 
and economics is interested to discover if it be true, as is 


1In selling stock, our contract had required the renter to plant enough corn 
‘to provide sufficient feed. After a number had paid for their mules, they ob- 
jected to this because corn is not a cash crop. One of the changes incident to the 
ashandonment of our experiment was the discontinuance of our comprehensive 
contract, and the substitution of one of a dozen lines in the simplest possible form 
and terms. 


ee 


CQ. s 
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so generally stated, that a certain large and distinct class of 
the world’s laboring poulation is characterized by a restless, 
migratory tendency. This interest attaches to the general 
subject, whether the concrete illustration be drawn from 
the fields of the Southern States, from the diamond mines 
of Kimberley, or from the gold workings of the Rand. The 
matters and results treated in this paper merely offer cumu- 
lative evidence to the correctness of a largely entertained 
conviction. It is not maintained that they are a demon- 
stration. But the fact does stand out that, in the matter 
of building up a group of reasonably permanent tenants, 
these negroes signally failed to respond to the influence of 
the most favorable economic conditions with which it was 
possible for a plantation to surround them. This much is 
demonstrated, and I account for it in two ways: first, on 
the hypothesis of a migratory instinct; second, on that of 
a characteristic easy-going indolence, which seeks freedom 
to assert itself, and chafes under restraints which measur- 
ably restrict its enjoyment. The negro race, in the mass, 
is charged with numerous faults and weaknesses. It is 
no purpose of mine to discover new ones or to magnify the 
old. I but give utterance to a sincerely entertained opin- 
ion, based upon many years of close personal observation, 
when I say that these traits to-day present the greatest 
obstacle to the real, general, permanent advancement of 
the race, whether in this country, Africa, or the West Indies. 
I have read a great deal about the negro’s “‘love of home,” 
and have heard much of the strength of his “local attach- 
ment,” but in a not unkindly search I have been able to 
discover neither the one nor the other among the masses 
of the race. To my mind they are a restless people. Ever 
seeking change, they sometimes wander far afield, and trav- 
erse the boundaries of States in its pursuit. Again, like 
one lost in a forest, they move but in a narrow circle, yet 
always in the same vain, aimless quest. They have been 
wanderers since emancipation gave free play to native in- 
stinct, and I do not see how a love of heme, in the real sense, 
could characterize a people who in the mass know so little 
of such an abode. Certainly, the plantation negro changes 
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his residence far too often for his children to form local 
attachments or to develop anything akin to such a senti- 
ment. I have often been impressed with the peculiar sig- 
nificance which long usage has attached to the very word 
“home” among these people. It has come to mean no more 
than “house,” and the two are synonymous terms. When 
the plantation negro starts out in quest of an abiding 
place for another year, he goes in search of another ‘‘home.”’ 

On November 26 last the principal of Tuskegee Insti- 
tute gave to the press a statement which has been very 
widely reproduced and commented upon. It recited “‘the 
main complaints of the colored people,” given to him “time 
and time again,” as explaining their preference for the 
“uncertain existence” of cities and towns to “comparative 
prosperity upon a farm.” I give them in full: ‘Poor 
dwelling-houses, loss of earnings each year because of un- 
scrupulous employers, high-priced provisions, poor school- 
houses, short school terms, poor school-teachers, bad treat- 
ment generally, lynchings and whitecapping, fear of the 
practice of peonage, a general lack of police protection, 
and want of encouragement.” 

There is no intimation here of any possible fault or fail- 
ing on the negro’s part. Whether or not the really effective 
causes behind the urban drift observed by Mr. Washington 
in Georgia are essentially different from those behind mi- 
grations from place to place in the Mississippi Delta, we 
need not stop to inquire. My only suggestion is that not 
one charge in this comprehensive catalogue was ever laid at 
our door, yet somehow the fact of local drift and restless 
movement still remains with us an ever-present reality. 
And what I say for ourselves I can say likewise for scores 
of others. I do not say that the complaints recited are not 
real in some counties of the South. I do assert, however, 
that they fail to cover the ground. When the friend of the 
negro masses would know the whole truth behind the forces 
which to-day most militate against the material progress 
of the race, he must go deep below the surface of troubles 
which the white man can remove or rectify. 

Donuz1rs, Miss. ALFRED Hott Stone. 
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PLANTATION STATISTICS. 
YEAR. 1899. 1900. 1901. 1902. 1903. 

Nomper or Famiuies. 58 59 61 69 75 
Number families leaving 26 13 16 17 31 

and per cent. of total = ° 44.8% 22% 26.2% 24.6% 41.3% 
Cotton acreage . 1,064 1,048 1,348 1,341 1,392 
Bales (500 Ibs. average) . 459 817 1,270 1,131 741 
Lint per acre 215 3891 471 421 266 
Bales per family 7.9 13.8 20.8 16.4 9.8 
Average price, cents . 7.50 9.94 7.90 8.08 11.77 
Value of cotton and seed. [$21,663.88/$47,541.66/$60,742.04/$54,593.26|$53,527.73 
Value per acre . $20.36 $45.36 $45.06 $40.71 $38.45 
Value per family $373.51 | $805.79 | $995.77 | $791.20 $713.70 
Stock of renters and per 73 76 89 77 60 

cent. of total on plese. 94.8% 85.3% 78.7% 64.7% 47.6% 
Cash me ~y eae 

in tenants $465.40 | $513.90 | $856.90 | $741.40 | $161.80 
Cash for tag $759.80 ($1,536.10 [$3,859.55 |$4,376.40 |$1,977.65 
Cash for work and picki 

per bale ate $2.66 $2.50 $3.71 $4.52 $2.88 
Work and picking 

family. ©. . | go1a2| $3440] $77.32| $74.17| $28.52 
Christmas money . none $375.00 |$1,735.35 | $473.85 | $450.50 
Additional cash an 

during December $641.59 |$2,378.58 ($1,871.00 |$1,163.95 ($1,935.51 
Total cash balances and 

advances during | od 

ning season. . ° $3,077.22 |$12,747.14|$13,899.96|$7,436.39 |$7,566.34 
Average per family dur- 

ing ginning season. . | $53.05 | $216.05 | $227.86 | $107.77 | $100.88 
Number families renting 58 59 53 45 36 

and per cent. of total . 100% 100% 86.8% 65.2% 48% 
Rented cotton acreage 1,064 1,048 1,200 884 761 

and per cent. of total . 100% 100% 89.02% | 65.9% 54.6% 




















1 In a former paper the yield for this year was stated to have been 450 pounds. 
An error was made in the cotton acreage used as the basis of the calculation. The 
above is the corrected figure. The former was an isolated statement, and did not 
affect the accuracy of any other figures given at the time. 














THE INHERITANCE TAX IN THE AMERICAN 
COMMONWEALTHS. 


In the number of this Journal for August, 1904, Mr. 
Huebner published an article on the Inheritance Tax in the 
American Commonwealths.* At the time the article ap- 
peared the writer of this note was just completing a similar 
study. Mr. Huebner’s work is so well done that little is 
left for another. However, it has seemed worth the while 
to supplement his published results at two points. A tab- 
ular statement of the inheritance tax legislation as it now 
stands will make it possible to ascertain all the important 
provisions of a given law without inconvenience, and a 
fuller examination of the financial significance of the tax 
may be desirable. This note is designed to supplemeiit 
Mr. Huebner’s excellent review of the development of the 
State inheritance taxes at these points. 

In the accompanying tables, Ia and Ib, the classes 
of heirs, taxable property, exemptions and rates—these 
being the provisions of most importance—have been indi- 
cated. The object is not to summarize the development 
of the inheritance tax legislation, but to state the important 
provisions of the inheritance tax laws as they now stand. 

To show these provisions conveniently, it has been nec- 
essary to divide the States into two groups. In the first 
group (Ia) the heirs are divided into two classes, known 
as “direct” and “collateral,” and treated accordingly. 
In the second group (Ib) are five States which discrimi- 
nate between three classes of heirs and apply rates to their 
shares graduated according to class. To these are’ added 
two States—North Carolina and Wisconsin—where the 
heirs are divided into five classes. 

Inheritance taxes are now being collected in thirty of 
our commonwealths. In but one State—Alabama—has 


1**The Inheritance Tax in the American Commonwealths,” by Solomon Hueb- 
ner, Quarterly Journal of Economics, August, 1904, pp. 529-550. 
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an inheritance tax, once legally collected, been abolished 
and not reintroduced. Laws enacted in New Hampshire 
and Minnesota have been held to be unconstitutional.’ 
In fifteen of the thirty States referred to only the shares 
of collateral heirs and strangers in blood are taxed. In the 
other fifteen the shares of ‘‘direct”’ heirs are taxed as well, 
but usually at much lower rates. 

Since Mr. Huebner completed his study, two States 
have enacted new laws, Ohio imposing a tax on “direct” 
heirs and Louisiana a tax on estates which have not borne 
their ‘‘just proportion of taxes.”’? 

The legislature of Ohio in 1893 enacted a law placing a 
tax of three and one-half per cent. on the excess of estates 
over $1,000 in so far as they were succeeded to by persons 
other than lineal ancestors or issue, sons and daughters 
in law, brothers and sisters, and nephews and nieces. In 
1894 the rate was increased to 5 per cent., and the exemp- 
tion or deduction reduced to $200. At the same time a 
direct inheritance tax was instituted, the exemption and 
rates (for they were progressive) being more liberal. Direct 
heirs to estates of $20,000 or less were not taxed. Heirs 
to larger estates paid taxes according to the following scale 
of rates :— 


Estates from $20,000 to $50,000 ...... 1 per cent. 
™ ss 50,000 “ 100000 ...... a 
34 RS SE 0's. Riz) ee 
° * FRR: TED 6. ee he es 
_ “ Sonne * 7 aeeeeo c's ig 
- “ ‘GOOR0e * ieee... _ * 
© “OP Ue eO a me ee = * 


This direct tax was soon held to be void (in State v. Ferris, 


1 The new constitution adopted by New Hampshire in 1902 authorizes the use 
of the inheritance tax. The Minnesota Act of 1902 (see Huebner, p. 539) was de- 
clared void, the 10 per cent. tax being in excess of the rate of 5 per cent., which was 
authorised by the State constitution. See State v. Harvey, 95 N. W. 764. 

2 At the time of writing a bill is pending in West Virginia which, if enacted into 
law, will divide heirs into four groups, as follows: (a) lineal issue and ancestors; 
(0) brother or sister of the decedent, grantor, etc.; (c) grandfather or grandmother 
of the same; and (d) all other persons, corporations, and institutions, save those 
exempted from taxation. The shares of the second, third, and fourth classes will 
be taxed at the rate of 5, 74, and 10 per cent. respectively. 
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53 Ohio, 314) because of the discrimination involved in 
the classification of estates and the progression of rates. 
The act was held io be repugnant to the Bill of Rights, 
which declared that “government is instituted for the 
equal protection and benefit” of the people in whom “all 
political power is inherent,” and to violate a section of the 
constitution requiring taxation to be uniform.’ 

The new law, approved April 25, 1904, has been held to 
be in accord with the constitution.? It provides that each 
heir shall pay a tax of 2 per cent. on such part of his dis- 
tributive share as shall be in excess of $3,000. This, it 
is seen, is very much less radical than the measure enacted 
in 1894. Yet, with the exceptions of Wisconsin and Utah, 
no commonwealth taxes direct heirs as heavily. 

Louisiana’s use of the inheritance tax has been peculiar. 
As early as 1828 the legislature enacted a law providing 
that foreign heirs—that is, persons ‘“‘not being domiciled 
in this State, and not being citizens of any State or Territory 
in the Union”—should pay a tax of 10 per cent. on all sums 
or on the value of all property they might succeed to, sit- 
uated within the State. This law was repealed in 1877, 
only to be re-enacted in 1894. In 1897, after having been 
declared to be unconstitutional, so far as the citizens of 
certain countries were concerned, because in contravention 
of treaty rights, the act as a whole was declared invalid 
because it had originated in the Senate instead of in the 
House of Representatives, where, according to the Consti- 
tution, such measures must have their origin.‘ 

The new law, approved June 28, 1904, is of interest 
chiefly because it has been given shape by the so-called 
“back-tax argument.” The constitutional convention in- 
corporated in the new constitution of 1898 the following 
provisions :— 

ARTICLE 235. The legislature shall have power to levy, solely for 
the support of public schools, a tax upon all inheritances, legacies, and 

1 Section 2 of Article XII. 
2 State v. Guilbert, 71 N. E. 636. (Opinion dated June 7, 1904.) 


8 Act approved July 11, 1894. 
4 Succession of Givanovich, 24 So. 679. 
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donations, provided no direct inheritance or donation to an ascend- 
ant or descendant below ten thousand dollars in amount shall be so 
taxed; provided, further, that no such tax shall exceed 3 per cent. for 
direct inheritances and donations to ascendants or descendants, and 10 
per cent. for collateral inheritances and donations to collaterals or 
strangers; provided bequests to educational, religious, or charitable 
institutions shall be exempt from this tax. 

ARTICLE 236. The tax provided for in the preceding article shall not 
be enforced when the property donated or inherited shall have borne 
its just proportion of taxes prior to the time of such donation or inheri- 
tance.) 

This curious piece of special legislation by the constitu- 
tional convention has been made into law. The rates and 
exemptions are those mentioned in the constitution, and the 
tax is to be collected on those estates which have not borne 
their “just proportion of taxes.” To make the law effective 
(and perhaps it will not be), it is made the duty of the 
“judges throughout the State exercising probate jurisdiction 
to require satisfactory proof that the succession or estate 
is not liable to the inheritance tax before they shall grant 
a discharge to the administrator,” and before they shall 
grant an order placing the heirs in possession. For the first 
time do we have an inheritance tax law drawn logically in 
line with the faulty “‘back-tax argument.” 


Turning to the financial significance of the inheritance 
tax, Mr. Huebner has shown that the aggregate of revenues 
derived from it by the several States has grown rapidly 
since 1885.2. Yet an examination of the returns for the 
several States shows that the yield is in but few instances 
large. In Table II. will be found a fairly complete state- 
ment of the revenue derived from this tax by the several 
States since 1885. Leaving out of consideration Wiscon- 
sin and Ohio, where because of recent legislation the nor- 

1 No authority is found for Mr. Huebner’s statement (p. 543) that the tax ‘‘can 
be imposed only on such personal property as has escaped its burden of taxation.” 


2The following table (Huebner, p. 546) shows the total revenue derived from 
State inheritance taxes for the years indicated:— 


ee Ss ao SS se: & 6 8 ’ $944,335 
ne 6 16 8S) Cee Re &. « 6 9 9 8 1,886,509 
oe 4 le) aegis Ss os see 4,016,841 
te + ree Sas 2 8 a GOES 7,421,645 
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mal yield is as yet unknown, in only ten States does it 
execed $100,000. In but two of these, New York and 
Pennsylvania, does the revenue exceed a million dollars per 
year; and in only two other States, Massachusetts and IIli- 
nois, does it approach five hundred thousand dollars. 

But such general statements mean little. In Table III. 
will be found a statement of the average revenues per 
capita and the percentage these form of the total revenues 
of most of the Commonwealths for a period of years. The 
largest per capita revenue is found in New York, where 
for the three years 1901-03 it was on the average 48.73 
cents. In but seven of the other States noted did it yield 
as much as ten cents per capita, while in six States it pro- 
duced less than five. New York during this period ob- 
tained about 12 per cent. of her State revenue from this 
source. Three other States obtained more than five, the 
others less than five per cent. of their revenues from inheri- 
tance taxes. 

A comparison of the returns from our taxes on succes- 
sions with those of some foreign countries still further em- 
phasizes the low productivity of the former. Table IV. 
shows the fiscal importance of the taxes on gifts and suc- 
cessions, and the per capita revenue derived therefrom 
in Great Britain, France, and some of the Australian States 
and Canadian provinces. Comparison between Tables III. 
and IV. shows the per capita revenues to be much larger 
in Great Britain, France, Victoria, and South Australia 
than in any American State. The great differences are not 
explained by differences in the amount of wealth and in 
the amount transferred by will or otherwise. Most of the 
differences in per capita wealth are slightly in our favor.* 


1 Massachusetts, Connecticut, New York, New Jersey, Pennsylvania, Illinois, 
Michigan, Iowa, Missouri, and California. 

2 The estimates of wealth per capita here given would warrant placing these 
countries in the following order:— 


$1,197 (Mulhall, 1888) 
United Kingdom... . . { ae 
United States ....... 1,236 (Treasury Department, 1900) 
WI ele ee ee ee 1,126 (Coghlan, 1901) 
South Australia ...... 1,092 (Coghlan, 1901) 
MD a8 < « © + 6.0 ¢.¢ 1,000 (de Foville) 
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The explanation is found in the more drastic character of 
the inheritance tax legislation and the superior adminis- 
tration in the foreign countries. 

In Great Britain there are a number of “death duties.” 
The most important of these is the “estate duty” levied 
upon the market value of all property, real or personal, 
whether succeeded to by direct or other heirs, estates worth 
less than £100 being exempted. The rates are progres- 
sive, varying from 1 per cent. for the first class (£100 
to £500) to 8 per cent. for the twelfth class (£1,000,000 
or over). To this is added a “settlement estate duty”’ of 
1 per cent. on “settled property.” Estates exceeding 
£1,000 pay, in addition to the estate duty, a legacy duty 
upon personal property and a succession duty upon real 
estate going to collateral heirs and strangers in blood. In 
effect these two taxes constitute an additional collateral 
inheritance tax falling upon heirs other than lineal issue 
and ancestors. The collateral heirs are divided into four 
classes;> and the rates are 3, 5, 6, or 10 per cent., accord- 
ing to the degree of relationship. 

In France as the law was amended in 1901 and 1902? 
estates of 1,000 francs and over are taxed according to the 
relationship of the heir and the net value of the property 
received by him. Heirs are divided into seven classes, and 
the rates vary both with the amount of the inheritance 
and the degree of relationship. Thus on shares of from 
1,000 to 2,000 francs they range from 1 per cent. for de- 
scendants to 15 per cent. for remote relatives and strangers 
in blood. The shares are classified according to size,—there 
being twelve classes in all,—and the rates caused to progress 
to 5 per cent. for descendants and 204 per cent. for remote 
relatives and strangers in blood.* 


1(a) Brothers and sisters and their descendants; (b) uncles and aunts; (c) great 
uncles and aunts; and (d) other persons. 

2Mr. Huebner’s statement of the law does not include the amendment of 1902. 
That amendment divided shares of more than 1,000,000 francs into five classes, 
and carried the progression of rates to a higher point. Cf. Huebner, p. 549, and 
Bastable, Public Finance, 3d edition, p. 603. 

8A full statement of the classes of heirs and rates may be found in Bastable, 
Public Finance, 3d edition, p. 603. 
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In Victoria estates below £1,000 are not taxed, and 
those between £1,000 and £5,000 are taxed on the excess 
over £1,000. Estates are divided into thirty-eight classes, 
the last consisting of those exceeding £100,000. The 
rates progress from 2 per cent. on the first class (£1,000 
to £5,000) to 10 per cent. on the last class.. The widow, 
children, and grandchildren of the deceased pay one-half 
of the above rates. This amounts to a progressive direct 
inheritance tax of from 1 to 5 per cent., and a collateral 
tax of from 1 to 10 per cent., with an exemption of 
£1,000 and a deduction of a like amount from estates below 
£5,000. 

In South Australia heirs are divided into three classes. 
The surviving husband or wife and lineal descendants 
and ancestors pay rates varying from 1} per cent. on shares 
of from £500 to £700 to 10 per cent. on shares of £200,000 
and upwards. Collateral heirs pay rates varying from 
1 per cent. on shares under £200 to 10 per cent. on shares 
of £20,000 and upwards. Strangers in blood pay a uni- 
form rate of 10 per cent.* 

By comparing the provisions of these laws and of those 
set forth in Tables Ia and Ib, we can readily account for 
most of the differences in revenue produced. In all four 
of these instances direct as well as collateral heirs are taxed. 
In half of the American Commonwealths using the tax it 
is limited to collateral heirs and strangers in blood. By 
far the greater part of property descends to direct heirs. 
Taxes on direct heirs at low rates are more productive 
than taxes on collateral heirs at higher rates. Unfortu- 
nately, it has been possible to separate the taxes paid by the 
two classes of heirs in the State of New York alone. In 
that State a direct inheritance tax of 1 per cent. on personal 
estates in excess of $10,000 has yielded from one-third to 
more than three-fourths as much revenue as a collateral 
inheritance tax of 5 per cent. on both real and personal 


1A complete statement may be found in Coghlan, A Statistical Account of 
Australia and New Zealand, 1902-1903, p. 798. 


2 Ibid., pp. 799-800. 
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estates in excess of $500. The successions and donations 
to lineal relatives and husbands and wives in France in 
1896 aggregated 5,132 million, to others 1,327 million francs. 
The revenue collected was 85,809,934 francs from direct, 
117,577,335 francs from other heirs and donees. 

Again, in many of our Commonwealths the classifications 
of heirs are very much more liberal than in these four for- 
eign countries, where the taxes are more productive. In 
Great Britain only the surviving husband or wife, lineal 
issue, and ancestors are exempted from the legacy and suc- 
cession duties; in South Australia these, and in Victoria 
widows, children, and grandchildren, pay the lower rates; 
while in France at present the lowest rates are extended 
to descendants alone. An examination of Tables Ia 
and Ib shows that in nine* States “direct heirs’ are sur- 
viving husband or wife, lineal issue, and ancestors only; 
in two,® these and sons and daughters in law; in two,‘ 
these and brothers and sisters; in twelve,® these and both 
brothers and sisters and sons and daughters in law; while 
in two more’ the class is even more elastic. 

The relatively small revenue in a few of our States is 
explained in part by the fact that only personal property 
is taxed. This is true of the tax in its entirety in North 
Carolina, of the direct taxes in Michigan and Montana.’ 

The small yield of our taxes is explained in part by the 
further fact that many of the exemptions are comparatively 
large. As a rule, this is not true of the exemptions accorded 


1The following statistics are typical of the revenue in New York:— 





Year. Revenue from Revenue from 
direct tax. collateral taz. 

1896. sega @ese es Be $1,265,978 
i £6 ¢ © © & © & es 6 6 941,119 1,227,017 
ans ee Se ee ep 878,297 2,425,258 

2 Ark Cc ticut, Iowa, Maryland, Missouri, North Dakota, Pennsyl- 

vania, Washington, and West Virginia. 
8Maine and Vermont. * North Carolina and Virginia. 


5 California, Colorado, Illinois, Massachusetts, Michigan, Montana, Nebraska, 
New Jersey, New York, Oregon, Tennessee, and Wyoming. 

6 Delaware (tax applies to strangers in blood only) and Ohio. 

7 Most of the laws which formerly applied to personal property only have been 
declared unconstitutional, or, as in New York (in 1903), have been amended. See 
Huebner, p. 535. 
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collateral heirs. However, in North Carolina collateral 
heirs are not taxed on estates below $2,000; in Massachusetts, 
$10,000; in North Dakota, $25,000. In Connecticut and 
Utah a uniform exemption is fixed for both classes of heirs, 
the amount being $10,000." The exemptions accorded 
direct heirs in this country are comparatively large. In 
Great Britain it is £100; in France, 1,000 francs; in South 
Australia, £500; in Victoria, £1,000. Direct heirs in the 
majority of the American Commonwealths, on the other 
hand, are taxed on the excess of estate or share over $10,- 
000 or those under $10,000 are not taxed. In Michigan 
only the shares of personal property over $25,000 are taxed; 
in Illinois, the excess of the share over $20,000. In Ohio 
the heirs are taxed on the excess of their shares over $3,000; 
in Oregon, $5,000; in Montana, $7,500; in North Carolina, 
$2,000,—the tax being collected in the last two mentioned 
States upon personal property only. 

The net result of the non-taxation of direct heirs in half 
of the States, of making the class of direct heirs very inclu- 
sive, of discriminating in favor of real estate, and of the nu- 
merous large exemptions, has been to limit the inheritance 
tax to a comparatively few estates.* 

A further examination of Tables Ia and Ib will show 
that the rate of the tax on successions is in many instances 
comparatively low. In Great Britain the rates for direct 
heirs are graduated from 1 to 8 (or even 9) per cent.; in 
France and in Victoria, from 1 to 5 per cent.; in South 





1The last Massachusetts Tax Commission found that an ption of estat 
not exceeding $10,000 would reduce the taxable principal almost 20 per cent. See 
Report of the Commission on Tazation, 1897, p. 98. 


2The number of taxable estates in New York for some years has been:— 


1805 2... ee eee 2,682 Ae ea 2,818 
1906 2. ww ew eee 2,624 ee @ 6% a eee 3,059 
| a ee ee 2,556 a er 3,277 
1800 2. 2 ww eee 2,721 ee 3,769 


The number of taxable estates in Iowa in 1902 was 319; in Montana for the four 
years 1898 to 1902, 96. This is about one taxable estate per year to each 2,400 
persons in New York, one to 7,000 in lowa, and one to 10,130 in Montana. In 
Great Britain the number of taxable estates in 1900 was 67,338, or one to each 
620 of the population. A comparison with the number of inheritances and dona- 
tions reached by the tax in France is misleading. C/. Huebner, pp. 546, 547. 
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Australia, from 14 to 10 per cent.’ Among the American 
Commonwealths Wisconsin alone makes use of graduated 
rates for direct heirs. They are from 1 per cent. on the 
first $25,000 to 3 per cent. on the excess over $500,000. 
Of the other fourteen States collecting direct inheritance 
taxes, seven® have the rate of 1 per cent., three* 2 per cent., 
Louisiana 3 per cent., Utah 5 per cent., North Carolina 
three-quarters of 1 per cent., and Connecticut one-half of 
1 per cent. These low uniform rates, with the large exemp- 
tions noted above, should not bear heavily upon the widows 
and orphans. 

When we turn to the other heirs, we find they are required 
to pay progressive rates varying from 1 to 19 per cent. in 
Great Britain, 33 to 204 in France, 2 to 10 in Victoria, and 
from 1 to 10 per cent. in South Australia. Twenty-three 
of our Commonwealths have uniform rates for collateral 
heirs and strangers in blood. The rate of 5 per cent. 
obtains in eighteen of these. In North Dakota the rate is 
2 per cent., in Maryland and West Virginia 24 per cent., 
in Maine 4 per cent., and in Louisiana 10 per cent. Seven 
States make use of graduated rates, five for remote rela- 
tives and strangers in blood only, two for less remote rela- 
tives as well. In Illinois, Nebraska, and Oregon, uncles, 
aunts, nephews and nieces, and their descendants, pay 
2 per cent.; in Colorado, 3 per cent. A third class of heirs 
pay rates graduated from 3 to 6 per cent. In North Caro- 
lina three classes of collateral heirs pay 14, 3, and 4 per 
cent. Distant relatives and strangers in blood pay gradu- 
ated rates of from 5 to 15 per cent. the tax resting on per- 
sonal property only. Collateral heirs in Washington pay 
graduated rates of 3, 44, and 6 per cent., more distant rela- 
tives and strangers in blood twice as much. And, finally, 


1 For the rates in numerous other foreign countries see Huebner, pp. 549-550. 

2The rates are applied to the fractional part of the given estate falling within 
each class. 

8 Illinois, Michigan, Montana, Nebraska. New York, Oregon, and Washington. 

4Ohio, Wyoming, and Colorado. 

5 Arkansas, California, Connecticut, Delaware, Iowa, Massachusetts, Michigan, 
Missouri, Montana, New Jersey, New York, Ohio, Pennsylvania, Tennessee, Utah,. 
Vermont, Virginia, and Wyoming. 
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in Wisconsin the rates for other than direct heirs vary 
from. 14 to 15 per cent. 

From this comparison it is seen that the direct inheri- 
tance tax rates in this country are comparatively low, the 
collateral inheritance tax rates fairly high, except on the 
largest estates, when graduated rates are not used, and in 
those instances where the exemptions are very large. 

VA few words may be added concerning the proper place of 

the inheritance tax in the tax systems of our Commonwealths. 
How much revenue should be obtained from this source 
must be determined in the light of the fiscal needs of the 
State and the comparative goodness of the tax. The fiscal 
needs of the States are great. At present any movement 
towards radical reform of the tax system by abolishing the 
general property tax and separating the sources of State 
and local revenue is held in check in most of our Common- 
wealths by the difficulties involved in getting suitable 
sources of State revenue. The fiscal needs in almost all 
instances are such that a large revenue should be drawn 
from this source if it can be done with a fair degree of 
justice and without working injury. 

The inheritance tax has most of the marks of a good 
tax. Experience shows that it can be made to yield a 
large revenue. This is collected at small expense. The 
problems of administration are comparatively simple, and 
evasion comparatively difficult. Absence of shifting makes 
it possible to place the burden where it is desired that it 
should rest. It is possible to arrange the details so as to 
make the tax equitable, as taxes go. Its tendency to 
suppress and to destroy the basis upon which it is levied 
is comparatively slight, at any rate if the burden placed on 
near relatives is not great. In other words, though the 
tax rests upon accumulated wealth, it does not necessarily 
discourage accumulation to any great extent. It is con- 
veniently paid in the vast majority of instances. And, 
finally, though it should not be changed frequently to 
obtain more or less revenue as needed, it is a fairly reliable 
source of income. It is true that in many instances the 
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yield has varied greatly from year to year; but, as the tax 
becomes more general in its application, this irregularity 
tends to disappear. The inheritance tax is thus a good 
tax from the fiscal point of view. It also has possibilities 
for controlling the distribution of wealth, though the ad- 
visability of using it to any great extent for this purpose 
is doubtful. 

The revenue trom the inheritance tax being greatly 
needed, and the tax a desirable one, how should the laws be 
shaped, constitutional limitations aside, so as to obtain the 
proper amount of revenue from this source? 

From the point of view of the tax-payer, upon whom 
the burden of the tax rests, real estate (assuming due time 
for the collection of taxes) adds to his ability to contribute 
to the support of government, and is in the same sense 
an unearned income, as is personal property. The tax 
should be levied upon real estate as well as upon personal 
property, though in some instances there may be good 
reason for placing a higher rate upon the latter because it 
is prone to evade taxation under the general property tax. 

All heirs who are placed in better position to contribute 
to the support of the State should be taxed. The heirs not 
dependent upon the deceased have greatly increased abil- 
ity because of the accidental and fortuitous character of 
the income, and because it is not, as a rule, in any way a 
return for time and effort spent. Heirs other than surviy- 
ing wife or husband and linea] issue and ancestors are usually 
not in a dependent or a contributory relation to the deceased, 
and therefore should be taxed on that to which they suc- 
ceed. In many instances the surviving husband or wife, 
issue, and ancestors likewise profit by the decease and suc- 
cession; and the property is to no great extent the pro- 
duct of their effort. They have tax-paying ability which 
should be reached. On the other hand there are numer- 
ous instances in which this is not true. But, inasmuch as 
the revenue is needed, and the State cannot deal with indi- 
viduals in such matters, except as members of a class, it 
seems best to tax all direct heirs. The tax should be gen- 
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eral, resting upon direct as well as upon collateral heirs and 
strangers in blood. 

But it is clear from what has been said that good reason 
exists for classifying heirs and favoring some as against 
others. That is, some have contributed to the upbuild- 
ing of the estate inherited or are dependent upon the the 
deceased: others have not contributed, and are not depend- 
ent. By discriminating between surviving husband or 
wife, lineal issue and ancestors, on the one hand, and all 
other heirs, on the other, a fairly just line is drawn. In 
the majority of our Commonwealths the favored class of 
heirs should be contracted. Whether a distinction should 
be made between certain collateral relatives and more 
remote relatives and strangers in blood, as some of our 
States do, is a question. An intermediate class for brothers 
and sisters, and uncles and aunts, and their descendants, 
may serve to prevent their being placed in the class of 
“direct heirs” ; but it is difficult to show that as a class they 
are much less able to pay taxes on their shares than are the 
other heirs, and such discrimination adds to the difficulties 
of administration and diminishes the productivity of the 
tax. On the whole, it may be well to provide such an inter- 
mediate class; for it will prevent the working of hardship in 
some cases. But the twofold and threefold classifications 
of heirs which generally obtain in this country are to be 
preferred to those more refined classifications now fre- 
quently met with. The provision of numerous classes is 
not necessary to obtain substantial justice.’ Our practice 
with reference to the number of classes is to be commended, 
but the limits of the several classes are so made as to place 
too many in a favored position. 

As to exemptions, those granted to persons other than 
direct heirs should be for purely administrative reasons, 
and therefore very small. Those granted to direct heirs 
should be large enough to avoid working hardship in any 
instance. Ten or twelve thousand dollars is not too large. 
The exemption should apply to the share received by each 


1 See West, Inheritance Tar, pp. 127, 128. 
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heir rather than to the one a whole, and a deduction 
should be granted on larger so as to avoid injustice 
as between heirs. 

And, finally, as to the rates which should obtain. For 
the same reason that the exemption accorded direct heirs 
should be large, the rate on the smelter taxable shares 
going to them should be small, say I per cent. The abil- 
ity of other heirs to pay taxes is greatly increased, and (as- 
suming three classes of heirs) the lowest rates might well 
be as much as 4 per cent. for brothers and sisters, uncles 
and aunts, and their descendants, and 6 per cent. for more 
distant relatives and strangers in blood. The rates should 
be progressive. Ability increases more rapidly than the 
amount of the share. Furthermore, heavier taxation of 
the larger shares encourages a more general distribution of 
the estate. The progression of rates might cease at 5 per 
cent., or, if fiscal needs were great, at 10 per cent., in the 
case of direct heirs; at 12 and 15, or 15 and 20 per cent. in the 
case of other heirs, according as they belong to the second 
or the third class. The progression should be sufficiently 
rapid to bring the maximum rate into use when the share 
exceeds $500,000. To avoid injustice, it would be well 
to have the higher rates apply to the fractional parts of the 
distributive share falling within the limits of the several 
classes. 

The suggested provisions are somewhat less radical than 
those now obtaining in the British and the French succes- 
sion taxes. Were they adopted, and more attention given 
to the details relating to tax administration, the revenue 
produced would be materially increased, and would stand 
as an important item among the treasury receipts. 


H. A. Mituts. 


LEeLanp STanFrorD JuNIoR UNIVERSITY. 
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TABLE III.— REVENUE FROM THE INHERITANCE TAX. 











Beare. For period | Perjcnpita |Porventageof 

New York ......--. 1899-1901 (3) $0.4873 12.01 
Pennsylvania .......- 1902-1903 (2) -20 5.75 
Connecticut. .......- 1899-1901 (3) -1847 5.73 
California. ......+.--. 1899-1901 (3) -1766 2.88 
Massachusetts. ...... 1899-1901 (3) 1656 4.96 
Montana ......+.+-:+-. 1900-1902 (2) 14931 4.68 
Vermont .......-.. 1900-1902 (3) -1282 

Tiimele 2 ww we we we 1898-1902 (4) 102 7.45 
Michigan ......... 1902-1903 (2) .0778 2.42 
New Jersey .......+. 1899-1901 (3) 0754 4.0 
Missouri ......-..--. 1902-1903 (2) 0599 3.46 
Maryland. ........ 1899-1901 (3) .0572 1.91 
ee ee oe 1900-1903 (4) 0483 3.82 
ee ee 1899-1901 (3) 0447 

ee a ee 1899-1901 (3) .0433 2 2.28 
Temmessee....... ° 1900-1902 (3) -0285 

Virginia 2. ww ww eee 1903 (1) 0106 0.53 
W. Virginia. ......-.- 1899-1901 (3) .0076 














Figures in parentheses indicate the number of years considered. 
160 per cent. of the yield, the counties retaining 40 per cent. 
275 per cent. of the yield. the counties retaining 25 per cent. 


TABLE IV.—REVENUE FROM THE INHERITANCE TAX IN 
FOREIGN COUNTRIES. 














Couwrnr. For period | Per capita | Percentage of 
United Kingdom ..... 1900-1903 (3) $2.06 9.971 
MS cw Ct te ee te 1900-1901 (2) 1.091 6.03 
South Australia ...... 1900-1903 (3) 1.024 3.93 
_ Pe ee 1900-1903 (3) 72 3.6 
West Australia ...... 1900-1902 (2) .223 
Tasmania. ........ 1900-1903 (3) -216 1.76 
British Columbia . ° 1901-1903 (3) 182 1.79 
Ontario. .... ee 1901-1903 (3) 151 6.96 
Quebec... 1... es 1901-1903 (3) -109 3.92 
Nova Scotia. .....-. 1901-1903 (3) 10 3.92 
New Brunswick ...... 1901-1903 (3) 052 1.95 








1 Percentage of total national revenue derived from the various ‘*duties.”” 

















NOTES AND MEMORANDA. 


PROFESSOR TUTTLE’S CAPITAL CONCEPT. 


The rejoinder of Professor Tuttle in the November num- 
ber of this journal’ calls for a few words in reply. The situ- 
ation, in brief, is this: The definition of capital which the 
present writer has advocated is, any stock of wealth existing 
at an instant of time, as distinct from a flow of wealth con- 
sumed or produced during a period of time. To this, Pro- 
fessor Tuttle and others objected that, while such a definition 
may be of service in economic analysis, it does not conform 
to previous usage. In the issue of this journal of May last? 
the writer replied to these criticisms,’ and attempted to 
show (1) that the weight of precedent in the popular and 
business world, as shown by the work of lexicographers, has 
always been consistent with and in many cases identical 
with this definition; and (2) that among economists, on 
the other hand, there has not been sufficient agreement on 
any single conception to constitute precedents of importance. 
Professor Tuttle’s conception of capital], ‘surplus wealth as 
& possession,’’ was criticised, and the question was raised, 
What definite meaning was intended to be attached to the 
term “surplus”? The only indications Professor Tuttle had 
given were that by “surplus” wealth he meant what was 
left of the existing stock after deducting “what is required 
for the satisfaction of current wants.”* The present writer 


1“The Fundamental Notion of Capital Once More,”’ Quarterly Journal of Eco- 
nomics, vol. xix. pp. 81-110. 

2**Precedents for Defining Capital,” Ibid., vol. xviii. pp. 386-408. 

8It is a satisfaction to note that the reply to Professor Fetter was accepted by 
him as harmonizing the views on capital held by him and by the present writer 
(see Fetter, Principles of Economics, p. 575). Another accession to the growing 
list of economists who give a general assent to the proposed capital-concept is 
Professor H. J. Davenport (see Journal of Political Economy, December, 1904, pp. 
35, 46). 

4 Quarterly Journal of Economics, November, 1903, p. 78; see also pp. 60, 79. 
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pointed out that the satisfaction of “current” wants re- 
quires time, and that “current consumption” at the present 
moment must always be zero. Professor Tuttle now re- 
plies that by the “‘present”’ he does not mean the present 
instant, but a present period. If Professor Tuttle wishes to 
use the term “present” in such a sense, no objection is 
offered. No one will dispute that “present” is often used, 
and may properly be used, in the sense of the “‘ present day,” 
the “‘present year,” or even the “present century.” 

But, if by the “present” is meant a period of time, this 
period itself needs to be carefully defined, both as to its 
length and its relation to the present instant. Professor 
Tuttle does not do this. His most explicit declaration 
reads, “That unit of time that serves as the basis of organi- 
zation in the individual’s economic life is what the writer 
conceives to be the economic present.’””' The vagueness of 
this explanation is not lessened when the author goes on 
to explain that this “present” “is not an absolute period, 
and, accordingly, its duration cannot be given as so many 
hours, or days, or weeks, or months. On the contrary, the 
period is wholly relative, and must be determined by each 
individual for himself.”* On this basis the present writer 
has tried in vain to compute what his own “economic 
present” may be. How any one can do so does not appear 
clear. Nor do the directions which Professor Tuttle gives 
make it clearer :— 

“Its duration depends largely on the individual’s economic 
condition,—his mode of economic activity and the length 
of the production period, the conditions under which the 
work is done and the terms of payment, the scope of his 
mental grasp and the character of the industrial system to 
which he belongs. To Walker’s primitive fishermen, ac- 
customed to catch each day the fish for each day’s need, 
the economic present was, perhaps, the day. Under a 
highly organized industrial system the results of production 
become available as income to the individual participants 
in the productive process only at intervals of varying length. 

Quarterly Journal of Economics, vol. xix. p. 85. % Ibid., p. 87. 
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Though the stream of production is constant, the flow of 
income is intermittent. Many regard the interval between 
successive instalments of income as the economic present, 
whether it be the day, the week, the month, the quarter, 
or a period of any other length.” 

Thus, so far from explaining what the “unit of time that 
serves as the basis of organization in the individual’s eco- 
nomic life’? may mean, Professor Tuttle leaves its inter- 
pretation to each individual. It may be a day, three 
months, a year, or any other length of time, and depends 
in an unspecified manner on a number of undefined factors, 
such as “economic condition,’ “‘mode of economic activ- 
ity,” and “‘scope of his mental grasp.” 

Not only does Professor Tuttle leave indeterminate the 
duration of his ‘‘present,’”’ but, what is of far more conse- 
quence, he gives no consistent intimation of its relation to 
the present instant. He quotes Professor James’s striking 
simile of the psychologist’s present,—‘‘The unit of compo- 
sition of our perception of time is a duration, with a bow 
and a stern, as it were,—a rearward- and a forward-looking 
end.” Professor James thus considers the “practically 
cognized present,” or present period, as a boat floating down 
the stream of time, with the present instant perched as a 
passenger somewhere between the bow and the stern. 
But Professor Tuttle sometimes places his passenger at the 
bow and sometimes at the stern, while at other times he 
seems to anchor his boat and compel Present Instant to 
move from stern to bow, and then enter another stationary 
boat, and so on in endless succession. All of these con- 
flicting ideas find a place in Professor Tuttle’s article. 
Present Instant is evidently seated in the stern when we 
are told that, to find capital, we must subtract from a stock 
of wealth “that quantum which is destined to be consumed 
in the economic present,” ' and also where he states, “. . . it 
at once becomes necessary to divide this fund of wealth 
into two parts, the one to be devoted to consumption pur- 


1Quarterly Journal of Economics, vol. xix. p. 89. The italics are the present 
writer’s, as in all other quotations except that from p. 85. 
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poses in the economic present, and the other, surplus wealth 
or capital,”’ as well as elsewhere. On the other hand, 
Present Instant is evidently seated in the bow, with the 
whole of his “present period” behind him, in the following 
passage, among others :— 

. “only that is surplus which remains at the close of 
that period, after the income of the period—present or cur- 
rent income—has all been received, and the expenditures 
of the period—present or current expenditures—have all 
been made. And this is capital. Whoever possesses a 
surplus has capital. Capital grows by the accumulation 
of surpluses.” * 

To this we can give unqualified assent. Professor Tuttle 
does not seem to be aware that, if Present Instant is taken 
at the close of Present Period, the “surplus” left, added to 
like surpluses of previous periods, constitutes the whole of 
the existing stock, and that his conception of capital then 
coincides with the present writer’s. None of the consump- 
tion of the past is any deduction from the stock of wealth 
existing at the present instant. That stock is simply sav- 
ings, or the combined “‘surplus”’ left over from the past for 
the future. In other words, if Present Instant be accorded 
a fixed position in the bow of his moving craft called Present 
Period, Professor Tuttle’s ‘‘capital” turns out to be the 
“capital” of the present writer. Whether there is any 
casus belli between us depends entirely on where Professor 
Tuttle decides to locate Present Instant relatively to Pres- 
ent Period. Peace is still possible, provided he will con- 
sistently treat his “‘present,’’ not as partly future, but as 
all past. 

Finally, Professor Tuttle sometimes anchors his boat, 
and regards his present period, not as progressing with the 
present instant, but as fixed in the calendar year.’ He in- 
stances the quarterly interval between dividend payments 
as being, sometimes at least, the ‘‘economic present.” 
Such intervals are totally unlike Professor James’s ‘‘cog- 
nized present,’’ for they do not glide down the stream of 
1 Quarterly Journal of Economics, vol. xix. p. 106. 2 Ibid., p. 89. 3 Ibid., p. 87. 
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time, but are fixed in it. In this case Present Instant is, 
to change the simile, like a locomotive traversing succes- 
sively a series of railway “blocks,” each of which becomes 
the Present Period as soon as Present Instant enters it, and 
ceases so to be as soon as said Instant departs. If this be 
Professor Tuttle’s meaning, it at least enables us to state 
that his “capital” coincides with the total stock at peri- 
odical intervals; namely, just as Present Instant is leaving 
Present Period. If each economic “block” is a calendar 
year, one’s capital on December 31, 1904, is, correctly 
enough, his total stock. But, apparently, according to 
Professor Tuttle, on the next day, January 1, 1905, it is no 
longer the total stock, but that stock less the expected con- 
sumption of 1905. As the New Year’s bells chime, his 
“capital” suddenly shrinks! 

Aside from the question of the utility of such an oscillating 
“capital,” we query how it is to be interpreted definitely 
where income accrues irregularly instead of regularly, where 
its instalments are of uncertain instead of certain amounts, 
and, lastly, how it is to be applied to the income of society 
as a whole. The “economic present” being, confessedly, 
a different period for different individuals, what is the ‘‘eco- 
nomic present” of society? And, if there be such a period, 
does it move forward in time with the Present Instant, or 
is it fixed and stationary,—7.e., is it an anchored or a mov- 
able boat? Finally, is the passenger, Present Instant, to be 
accorded any fixed resting-place therein? 

In view of such uncertainties it would seem that Profes- 
sor Tuttle’s argumentation, so far from raising objections 
to that conception of capital which is based on time rela- 
tions, only supplies new evidence of the serious need, in 
economics, of recognizing and specifying clearly the funda- 
mental relations between instants and periods of time. 

IrnvinG FIsHER. 
YALE UNIVERSITY. 
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THE TERMINOLOGY OF THE THEORY OF 
POPULATION. 


In his recently published Distribution of Wealth, Profes- 
sor Carver says, in the course of summing up the subject 
of standard of living (pp. 176-177) :— 

“Thus it will appear that a high standard of living when ) 
referred to the question of population may mean one of | 
two things. It may mean that the general scope of the 
people’s wants has been widened and deepened or the 
domestic affections have been weakened, or both.” 

Then in a foot-note we read :— 

“For want of a better term we are compelled to use the 
term ‘domestic affections’ in a somewhat general sense, 
including the sum total of those motives which impel , 
toward marriage and the begetting of offspring. If we 
distinguish between the animal passions and the higher 
domestic affections, we shall find that the latter quite 
often check rather than increase population by making 
parents more considerate of the future of their children, 
and unwilling to risk their best interests by having too 
many to provide for.” 

The present writer regrets that Professor Carver did not 
embrace the opportunity, in this excellent handling of 
a difficult subject, to make use of the new and superior 
piece of terminology supplied by John Rae,—‘‘the effec- 
tive desire of offspring.” (See Rae’s Letters to Mill, Eco- 
nomic Journal, March, 1902.) Adapting Carver’s thought ’ 
and expression to that of Rae, the whole matter may be 
restated thus. 

In respect to the normal individual at any time there 
is first a certain state of the “domestic affections,’ which 
is “the sum total of those motives which impel toward 
marriage and the begetting [and rearing] of offspring.”’ 

And secondly, over against this, there is a certain state 
of the “general scope of [economic] wants.” The imme- 
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diate outcome of the two opposed sets of motives is “‘the 
effective desire of offspring” of the individual. Accord- 
ing as one or the other prevails, his “effective desire of off- 
spring” will be weak or strong. 

From any given degree of strength of the effective de- 
sire of offspring in any individual will emerge a certain 
line of action touching things economic and domestic, which 
we may call the maintenance of a standard of living. The 
maintenance or possession of a high standard of living 
corresponds to a low effective desire of offspring, and vice 
versa. 

If the general scope of economic wants is widened and 
deepened (and hence, other things being equal, the stand- 
ard of living is raised), it may be either because of increased 
influence of economic interests respecting the individual’s 
own self, or respecting his offspring. The effective desire 
of offspring may be low and the standard of living high, 
either in a very selfish, vain, and luxurious person or in 
one the opposite of this who feels keenly his responsibility 
for the future of his children or child. Reasonable consid- 
eration of the truly “best interests” of children is, with 
persons of this class, often replaced by over-ambition for 
them. 

In respect to society and the ups and downs of population 
during considerable periods of time we have to go deeper 
still in our analysis, and to place what Rae calls the “in- 
stincts of society” touching matters of marriage and pro- 
creation beneath the principle of ‘domestic affections” 


of the individual. 
C. W. MrxtTer. 


THe UNIVERSITY OF VERMONT. 
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LATER HISTORY OF THE STEEL CORPORATION’S 
BOND CONVERSION.' 


The underlying motives for the extraordinary fiscal op- 
eration known as the United States Steel Bond Conversion 
of 1903 have been variously interpreted. It has been freely 
ascribed by some to the desire of important owners of the 
preferred stock to dispose of their unwieldy holdings to the 
public in the form of bonds. Others allege that partici- 
pation in industrial investments by large life insurance 
companies would be less indefensible in the purchase of 
bonds than of preferred stock. Even among the large 
body of private investors there are many who will purchase 
bonds, but will buy stocks only of the highest grade. The 
bond having a right of foreclosure cannot decline in value 
below a point determined by its equity interest in the 
property. Stocks are not thus limited as to their possible 
decline in value, but may fall to any degree. A double 
motive, in the judgment of authorities, existed. The bonds 
would naturally have a better market than the stock. The 
stock, also, if on a dividend basis, would command a better 
price if the supply of it on the market were thus reduced. 
This consideration, in days of “‘ undigested securities,” was 
an important one. 

That imperative need of cash for improvements was 
not the sole or even dominant motive, as alleged by 
the company, would seem to follow from a number of 
considerations. In the first place, cessation of dividends 
on common stock, without resort to conversion at all, 
would speedily have supplied the necessary funds from 
current earnings, as is the conservative policy of railway 
companies. This expedient was certainly possible under 
the conditions which prevailed when the plan was resumed 
in March, 1903. A year of litigation had resulted in a dis- 


1 An account of the nature and earlier history of this operation is given in the 
Quarterly Journal of Economics, vol. xviii. pp. 22-53, 303-304, 1903. 
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solution of the injunction granted by a lower court. Enor- 
mous earnings of the company, meanwhile, had resulted 
in December, 1902, in ‘undivided earnings” of $33,841,565 
upon the year’s business. Under such circumstances the 
imperative need for cash, urged on behalf of the original 
plan, certainly did not exist. A second cogent criticism 
against this alleged motive is that the plan as approved, 
and afterwards as actually carried out, would result in 
cash receipts insignificant compared with the magnitude 
of the other operations involved. At the most, the only 
source of ready cash from the plan would be the sale of 
$20,000,000 of bonds at par, from which the commission 
of 4 per cent. for the syndicate would be deducted. Yet 
the official statement given out on November 19, 1903, by 
the executive committee of the board of directors showed 
that only $2,902,000 of such bonds had been actually sold 
at par for cash, paid for in full October 1, and already issued. 
On the remainder of the minimum $20,000,000 of bonds 
guaranteed by the syndicate at par for cash, on October 
21 only 25 per cent. had been called for and paid to the 
corporation. Had the real reason for this entire operation 
lain, as alleged, in the imperative need for cash, why was 


‘ not the syndicate called upon promptly for the balance of 


its guarantee? 

From the foregoing considerations it seems clear that 
an important motive for the transaction was to secure a 
large profit to prominent bankers who were represented at 
the same time on the board of directors of the Steel Cor- 
poration. This interpretation seems to follow from the 
original plan as proposed. It derives added force from the 
subsequent history of the enterprise. Stockholders were 
permitted until May 16, 1903, to take advantage of the 
conversion scheme. At that time the bonds were selling 
above $90, and the preferred stock was a few points lower. 
The exchange would therefore leave a profit probably less 
than 5 per cent. The syndicate, however, had not only 
guaranteed a conversion of $80,000,000 of this preferred 
stock, but its contract provided that it might, if so dis- 
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posed, convert the balance of the $200,000,000 of preferred 
stock authorized for exchange into bonds. The life of the 
syndicate was to terminate October 1, 1903. Meanwhile 
the margin between the market price of the new bonds and 
the preferred stock had perceptibly widened. In other 
words, depression in the steel industry was becoming evi- 
dent. Suddenly the financial community was startled by 
a circular notice announcing that the life of the syndicate 
had been extended from October 1, 1903, until the following 
July... Obviously, this cleared the way for a continued 
conversion of the preferred stock into bonds at a profit con- 
tinually growing with the widening margin between the 
two classes of securities. This profit was not open to the 
general stockholders, whose option had expired in the 
preceding May. November brought still further trade 
contraction, until the preferred stock was quoted at about 
$50, while the new 5 per cent. bonds were selling some fifteen 
points higher. This meant a profit of about $150 per bond, 
exclusively reserved to the banking syndicate. Moreover, 
a cumulative process was evidently involved, inasmuch as 
the greater the amount of conversion, placing bonds ahead 
of stock, the less was the preferred stock on the market 
worth. This scandalous condition of affairs finally induced 
the company to terminate the contract and limit the amount 
of conversion to $150,000,000 in place of $200,000,000, as 
originally planned.” 

The net results of the transaction would seem to be as 
follows. Of the $50,000,000 bonds originally to be sold 
for cash, none were taken by the public. The price never 
rose above $95, while they were offered at par. The syndi- 
cate assumed its guarantee of $20,000,000 at par, but only 
a small fraction of this offer of cash had been taken by the 
company when the contract was cancelled. As to the 
$200,000,000 of preferred stock to be converted (afterward 
reduced to $150,000,000), outside shareholders whose rights 


1 Official notices and other documents will be found in Moody, Truth about the 
Truete, p. 185. 

2 A searching analysis of this phase of the matter is given by Mr. A. D. Noyes 
in the Forum, January, 1904, p. 368 ef seg. 
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expired in May availed themselves of the privilege to an 
amount variously estimated at from $35,000,000 to $50,- 
000,000. The syndicate, compelled by its guarantee to 
convert $80,000,000, must therefore have taken care of 
the balance of $150,000,000. This last was the limit finally 
set by the company on terminating the contract upon com- 
pletion in November, 1903. The results to the United 
States Steel Corporation of the entire transaction were then 
twofold. First, an amount of cash insignificant at best 
was provided, not all of this being taken as offered. Sec- 
ond, an evident saving in the annual charges was made, 
determined by the difference between the dividends on the 
old preferred stock at 7 per cent. and the interest at 5 per 
cent. on the new bonds. But as an offset to this, as pre- 
viously shown, was the fact that the new bonds were a 
fixed charge with foreclosure rights, while the dividend 
payments were contingent upon earnings. There remains 
then for discussion only the amount of profit which must 
have accrued to the syndicate, many of whom were direc- 
tors in the company; a profit which, had no options been 
given to the syndicate, could have been made by the Cor- 
poration itself. As a loss must be reckoned the sale of 
the bonds at figures ranging from $95 down to $75, such 
bonds having been taken at par. On the other hand, 
profits arose from two sources. The cash commission at 
4 per cent. on $170,000,000 of the new bonds was consider- 
able and certain. In addition to this came the exclusive 
privilege after May, 1903, of converting the stock into 
bonds at a margin of difference vastly greater than could 
have been contemplated when the contract was drawn. 
Whatever the judgment of the courts may have been on 
the legality of the transaction, there can be no doubt that 
from a fiscal point of view the entire operation betrayed a 
disregard of the principles of sound finance, and even of 
common honesty and fair dealing with the stockholders. 
Wiu1am Z. Ripuey. 
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THE END OF THE MARYLAND WORKMEN’S 
COMPENSATION ACT. 


In the Quarterly Journal of Economics for August, 1902, 
an account was given of the Maryland Workmen’s Compen- 
sation Act, which went into effect July 1, 1902. This law 
made employers in certain specified industries responsible 
in damages for the injury or death of an employee caused 
by the negligence of a fellow-employee. Provision was 
made, however, that employers who paid to the State In- 
surance Commissioner annually a prescribed sum for each 
workman in their employment should be relieved of all 
liability for the injury or death of any of their workmen. 
From the payments thus made the insurance commissioner 
was required to pay the sum of one thousand dollars to the 
representatives of each deceased employee so insured whose 
death was due to causes arising in the course of his em- 
ployment. 

The act remained in force from July 1, 1902, to April 
28, 1904. During this period seven quarry companies and 
two street railway companies made the prescribed pay- 
ments. The total sum collected was $5,313.70. Five death 
claims of $1,000 each were paid, and all claims against the 
fund were settled. 

The constitutionality of the law came before the courts 
in the case of Andrew J. Franklin v. The United Railways 
and Electric Company of Baltimore. The suit was for in- 
juries sustained by the plaintiff through the burning out 
of a fuse and the electrical appliances on one of the com- 
pany’s cars. The case was tried in the Court of Common 
Pleas of Baltimore City. The railway company set up the 
defence that it was exempt from the plaintiff’s claim, since 
it had paid to the State Insurance Commissioner an annual 
sum of sixty cents for each employee, as required by the 
act of the General Assembly. To this the plaintiff offered 

1 The law is contained in Maryland Acts of Assembly, 1902, chap. 139. 
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a demurrer that the law in question was unconstitutional. 
The court sustained the plaintiff’s contention. The essen- 
tial part of the opinion rendered was as follows:'— 


The ‘act provided for the payment of the death benefit in two classes 
of cases in which there was previously no right of action; namely, 
where the death resulted from the negligence of a fellow-servant and 
where the deceased had by his own negligence directly contributed to 
his death. But for the handling and disbursement of this entire fund 
‘plenary power” was lodged in the hands of the insurance commis- 
sioner, thus investing him with judicial or quasi-judicial powers, and 
that without any provision for a trial by a jury or any right of appeal 
from his conclusions. 

Had the act stopped here, it might well be argued that, inasmuch 
as it provided for a fund for the benefit of certain widows and orphans 
who would otherwise be remediless, it was within the power of the 
legislature to place the administration of that fund in the hands of such 
officials as it might see fit; but the act did not stop with the provisions 
already referred to, but also embraced cases where the death had been 
caused by the negligence of the employer, cases where there would 
have been clear right of action in the courts under existing law. It also 
enacted that employers who made the payments provided in the act 
should by such payments be exempted from further liability. 

The effect of the act was, therefore, not only to vest in the insurance 
commissioner powers and functions essentially judicial in character, 
but to take away from citizens a legal right which they had theretofore 
enjoyed, and which could be enforced by them in the courts, and also 
to deny them a right to have their cases heard before a jury. It is 
only necessary to clearly understand the provisions of this act to see 
that they are in direct conflict with several of the provisions of the 
constitution of the State. 

Thus Article 5 of the Declaration of Rights assures to the people the 
right of trial by jury (Knee v. City Passenger Railway Company, 87 
Md. 624). Article 19 gives to every one for injury done to him in his 
person or property a remedy by the course of the law of the land. Yet 
both of these guarantees are completely ignored by the act in question. 
Without prolonging the matter, therefore, it is clearly evident that the 
act in question is framed in total disregard of the provisions of the 
constitution; that the act must be declared void, and the demurrer 
sustained. 


The counsel for the railway company did not carry the 
case to the Court of Appeals; and the State Insurance Com- 


1The decision, being that of alower court, is not printed in the Maryland Re- 
ports, but is recorded in the Court of Common Pleas of Baltimore. 
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missioner, acquiescing in the decision of the lower court, 
notified the contributing employers that he could not re- 
ceive further payments. In a letter dated May 10 he in- 
formed the Governor of Maryland that he had closed the 
accounts of the fund, and expressed the following view of 
the working of the law: “I believe the law was a good one 
both for the company and the employees. This law was 
in operation nearly two years. The entire expense was 
only $300, about 6 per cent. of the amount paid in. It can 
readily be seen what an advantage it had over ordinary 
insurance companies, when the expenses are scarcely ever 
below 50 per cent. of the premium receipts.” 

Grorce E. BARNETT. 
Jouns Hopkins UNIVERSITY. 
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WE have received the announcement of a new periodical, 
Kritische Blatter fiir die gesammten Sozialwissenschaften: 
Bibliographisch-kritisches Zentral-Organ, which promises to 
add to the existing list of publications, long as it is, some- 
thing of real value for scholars and students. The sub-title 
indicates the design. Each number is to contain, first, a 
bibliography, which is to note not only all books, but arti- 
cles in periodicals and in important newspapers, and signifi- 
cant addresses at Congresses or Parliaments; and, second, 
reviews, partly descriptive and partly critical. The editors 
(Drs. Hermann Beck of Berlin, Hanns Dorn of Munich, and 
Othmar Spann of Berlin) undertake to cover the ground 
exhaustively and punctually, and promise that no school 
or doctrine shall be either privileged or excluded. A wide 
range of subjects to be covered,—economics and economic 
history, sociology and social policy, taxation and finance, 
statistics, population, and, where pertinent, philosophy, 
jurisprudence, geography, commerce, anthropology, and the 
like. So far as book reviews are concerned, the Kritische 
Blatter will not pretend to supplant existing periodicals in 
their critical discussion of contemporary literature: its 
primary object will be to give prompt information as to 
the nature and worth of all new publications. A list is 
given of several hundred writers who have promised co- 
operation. The undertaking is no small one: its successful 
prosecution is much to be desired. 

The Kritische Blatter are to be issued on the 15th of each 
month, and are expected then to give a bibliography of 
publications of the preceding month. The first number is 
announced to appear on February 15, 1905. The sub- 
scription price is 24 marks per year, to be remitted to the 
publisher, O. V. Béhmert, Leipsic. 
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Pays Bas en 1903. Paris: Giard 
et Briére. 1904. 8vo. 3.50 fr. 
Tost (V.). La cooperazione e la 
sua funzione nell’ ordinamento 
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—_, Venice. 1904. 8vo. pp. 

Vita (P.). La question des re- 
traites ouvrieres devant le parle- 
ment francais. Paris: Rousseau. 
1904. 8vo. pp. 272. 7.50 fr. 

WEBB (C., editor). Industrial Co- 
operation. Manchester: The Co- 
operative Union. 8vo. pp. 278. 


2s. 6d. 

[An authorized text-book, by a 
number of writers, with a preface 
by L. L. Price.] 

WEILL (G.). Histoire du mouve- 
ment social en France (1852-1902). 
Paris: Alean. 1904. 8vo. pp. 
495. 17 fr. 


In Periodicals. 


AvuGk-LARIBE (M.). Les résultats 
des gréves agricoles dans le Midi de 
la France. Mus. Soc., Dec. 

BARNETT (Geo. E.). The Introduc- 
tion of the Linotype. Yale Rev., 
Nov., 1904. [Reviews the effects 
of the invention and the policy of 
the Union toward it. ] 

Buiack ‘Clementina). London’s 
Tailoresses. Econ. Journ., Dec. 
[Descriptive notes on the labor 
conditions for such women in 
London. } 

CaYLey (H.). The Housing of 
Cambridge. Econ. Rev., t., 
1904. |A detailed investigation 
by the two branches of the Chris- 
tian Social Union. | 

Draconti (C.). Sull’ istituzione di 
un ispettorato de] lavoro. Giorn. 
degli Econ., Nov., 1904. 

Emmincuaus (A.). Zum Kapitel 
der Haushaltskosten. Jahrb. f. 
Nat. Oek., Nov., 1904. [The 
analysis of a middle-class house- 
hold budget from 1862-1903. } 

GEISSER (A.) and MA@RINI (E.). 
Contribuzione alla storia e statis- 
tica dei salari industriali in Italia 
nella secondo meta del secolo 
XIX. Riforma Soc., Oct., Nov., 
1904. [A valuable collection of 
statistical material, with docu- 
ments and bibliography.] 

Grss (8. J.). The Choice of Em- 

loyment for Boys. Econ. Rev., 
t., 1904. [A solution of the 

problem of the unemployable 

rather than the unemployed. 

Haneoer (G. W. W.). Building 


and Loan Associations in the 
United States. Bull. U.S. Dept. 
of Labor, Nov. 

HARDIE (K.). Dealing with the Un- 
employed. Nineteenth Cent., Jan. 

KALCKSTEIN (W. von). Das Ein- 
logiererwesen in deutschen 
Stadten. Jahrb. f. Nat. Ock., 
Nov., 1904. 

Louis (P.). La corporation autri- 
chienne. Mus. Soc., Nov. [The 
‘corporation’? in Austria unites 
masters and workmen in the 
small industries for mutual assist- 
ance. ] 

MauHaAI™M (E.). L’association inter- 
nationale pour la protection légale 
des travailleurs. Rev. Econ. In- 
tern., Oct. 

MAasTERMAN (0. F. G.). The Prob- 
lem of the Unemployed. Indep. 
Rev., Jan. 

Pinkus (N.). Workmen’s Insur- 
ance in Germany. III. Yale 
Rev., Nov., 1904. 

Rosenorst (O.). La coopération 
au Danemark. Rey. d’Econ. Pol., 
Oct. [Apparently successful ex- 
periments with agricultural and 
consumer’s co-operation. ]} 

SCHLENTHER (C.). Die Arbeiter- 
wohlfahrtseinrichtungen der Fir- 
ma Gebr. Stumm in WNeun- 
kirchen. Jahrb. f. Nat. Ocek., 
Oct., 1904. 

SeaGerR (H. R.). The Courts on 
Restrictive Labor Laws. Pol. 
Sci. Quart., Dec. [Judicial inter- 
pretation of constitutional limita- 
tions has tended of late to be more 
liberal, enlarging the scope of the 
‘*nolice power’ and leaving it to 
the legislature to decide on the 
— of restrictive legisla- 
tion. 

Smart (W.). The Problem of 
Housing. Econ. Journ., Dec. 
[Presidential address to the Eco- 
nomic Section of the British Asso- 
ciation, The author gives the 
results of his experience on a 
Glasgow Commission. While not 
in general favorable to municipal 
building, an experiment in build- 
ing houses for the dispossessed 
poor is advised.] 

Vireitn (F.). Il primo anno di vita 
dell’ Ufficio del Lavoro italiano. 
Riforma Soc., Oct.-Nov., 1904. 

Waitt (H.). The Issue of the 
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Open and Closed Shop. No. 
Amer. Rev., Jan., 1905. 
WILBRANDT (R.). Elektrischer 
Antrieb mit Maximalarbeitstag 
und Mindestlohntarif in der 
Hausweberei. Jahrb. f. Nat. 
Oek., Nov., 1904. [An interesting 
note on the organization of the 
silk ribbon weavers in and near 
Crefeld.] 


Wotrr (H. W.). The Co-operative 
Congress at Budapest. Econ. 
Rev., Oct., 1904. 

UnsiGNED. Exhibit of United 
States Department of Labor at 
St. Louis. Bulletin U.S. Dept. 
Labor, No. 54, Sept. [Contains 
brief summaries and an excellent 
series of charts on topics covered 
by the serial reports of the Bureau. ] 


III, SOCIALISM. 


CaTHREIN (Victor). Socialism. 
Translated by Victor F. Gettel- 
mann. New York: Benziger Bros. 
1904. 12mo. pp. 424. $1.50. 

[An authori ‘translation from 
the 8th German edition. A refu- 
tation of socialism from the Cath- 
olic point of view. The transla- 
tion is excellent.) 

DoLEns (N.). Le socialisme fédéral. 
Paris: Stock. 1904. 8vo. 6 fr. 
GHENT (W. J.). Mass and Class: 
A Survey of Social Divisions. 
New York: Macmillan. 1904. 

12mo. pp. 260. $1.25. 

[Discusses the economic strug- 
gle between classes, after the 
manner of the socialists. Inci- 
dentally, it attacks the ‘‘ classes” 
and defends the ‘ masses.” 

LAGARDELLE (H.). La gréve gé- 
nérale et le socialisme. Paris: Cor- 
a 1904. 16mo. pp. 430. 


8.50 fr. 
MENGER (Anton). Das Recht auf 


den vollen Arbeitertrag in ge- 
schichtlicher Darstellung. Stutt- 
gart: J. G. Cotta. 8vo. pp. 191. 
m. 

A third, revised edition of this 
well-known work.] 

RenovuarRD (P.). Saint Pierre 
Fourier et Charles Fourier. Etude 
des origines de la mutualité. Paris: 
Rousseau. 1904. 8vo. pp. 108. 
2.50 fr. 

SaBATI=ER (C.). Le socialisme libéral 
ou morcellisme. Paris: Giard et 
Briére. 1904. 8vo. pp. 392. 6 fr. 


In Periodicals. 


Cicero (P.). Il panificio munici- 
e di Catania. Giorn. degli 
con., Dec., 1904. 
HERCKENRATH (C. R. C.). La 
uestion, sociale et lhéritage. 
v. d’Econ. Pol., Dec. [Advo- 
cates the suppression of private 
inheritance. ] 


IV. LAND AND AGRARIAN PROBLEMS. 


CiccottT1 (E.). Sulla questione me- 
ridionale. Milan: Casa edit. 
Moderna. 1904. 8vo. pp. xvi, 
365. 3.501. 

Cpsazme (A;). Les _ setae 

coles de production et de 
= Préface de Paul Descha- 
nel. Paris: Guillaumin. 1904. 
8vo. pp. 213. 2 fr. 

DovILHET (R.). L’agriculture et 
le probléme du crédit agricole en 
France. Paris: Giard et Briére. 
1004. 8vo. 5 fr. 

Granee (H.). A British Farmer 

in Canada and a Visit to the 


States. London: Blackie, 1904. 
8vo. pp. 150. 3a. 6d. 

HuFFEL (G.). Economie forestidre. 
Tome I. L’utilité des foréts. 
Politique forestitre. Statistiques. 
Paris: Rothschild. 1904. 8vo. 
pp. 422. 10 fr. 

Nicotal (E.). La eet 
des campagnes et |’accroisse- 
ment de ¥ population des villes. 
Brussels: P. Weissenbruch. 1903. 
8vo. pp. 70. 

[A careful study of conditions in 
Belgium. | 
Pupor (Dr. H.). Das landwirth- 
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schaftliche Genossenschaftswesen 
im Auslande. I. Band: die skan- 
dinavischen Linder. Leipzig: 
a Dietrich. 8vo. pp. 161. 


7.50 m, 

QuARINI (E.). L’électricité agricole. 
Paris: Fischbacher. 1904, 16mo, 
P. 162, 3 fr. 

[Utilization of electricity in 
agriculture. ] 

RENAULD (J. von). Beitrige zur 
Entwickelung der — und 
yom a a in Miinchen. 
— ~ Hirschfeld. 8vo. 


Rogers (A. G. L.). The Business 
Side of Agriculture. London: Me- 
thuen. 1904. pp. 1 

Tuomas (O.). Agr cultural and Pas- 
toral Prospects of South Africa. 
London: Constable. 1904. 8vo. 
pp. 385. 6a. 

[A careful record of three years’ 
experience and study in the coun- 


try.] 

WatrTz (W.). Vom Reinertrag in 
der Landwirthschaft. Eine his- 
torisch-kritische Studie. Stutt- 

rt: J. G. Cotta. 8vo. pp. 131. 
40 m. 

{In Miinchener Volksw. Studien, 
edited by Brentano and Lotz.] 

Weser (Dr. Adolf). Ueber Bo- 
denrente und Bodenspekulation 
in der modernen Stadt. Leip- 
zig: gary & Humblot. 8vo. 
pp. 226. 4.40 m. 

ZOLLA (D.). Questions agricoles 
@hier et d’aujourd’hui. Paris: 
— Colin. 12mo. pp. 282. 

r. 
[An interesting discussion of 
agricultural education, co-opera- 


Vv. POPULATION 


Apuzzo (N.). L’ emigrazione nel 
diritto italiano: studio sistematico 
di legislazione suciale. Naples: 
Luigi Pierro, 1904. S8vo. pp. 
270. 51. 

TaKAOKA (Dr. Kumao). Die in- 
nere Kolonisation Japans. Leip- 
zig: Duncker & Humblot. 8vo. 
pp. 116. 2.60 m. 

[In Schmoller & Sering’s Forsch- 


ungen. | 


—; ce insurance, and taxa- 
on. 


In Periodicals. 


Boxatt (Sir C.). What Ireland 
has Got. Fort. Rev., Jan. [The 
Land Act of 1903. 

BussELL yd + e Rural bg 
dus. Oct., 
Peat” ‘stan ,* teldigien 
peasant proprietors. ] 

CAVALIERI (G.). Lo statuto agra- 
> Ok [eral ee Soc., 

ec raising the agrarian 
legislation of the state of San 
Marino. | 

CHANNING (F. A.). An cult- 
ural Poli Indep. Rev., k 

Dawson ( A.). The German 
pon Movement. Contemp. 
Rev., Jan. 

Haut (A. D.). Agricultural Re- 
search in England. Contemp. 
Rev., Nov. [Experiments at 
Rothampstead. } 

Levy (H.). Zur Geschichte der 
Agrarkrisen, eine Studie iiber den 
Verlauf der landwirtschaftlichen 
Depression in den éstlichen Teilen 
der Vereinigten Staaten. Jahrb. 
f. Nat. Oek., Oct., 1904. 

ZIMMERMANN. (F. "Ww. R.). Zur 
Frage der Besitzwechsel-, Hy- 

thekar-, sowie Boden reis- und 

odenwertstatistik. Ill. Die ob- 
jektive Moglichkeit einer Beriick- 
sichtigung der Einzelmomente in 
den fraglichen Statistiken. 
Zeitschr, f. d. ges. Staatsw., 1 
Heft 4. [The concluding article. 

UNSIGNED. What Reformers can 
= for Agriculture. Indep. Rev., 

ec. 


AND MIGRATION. 


In Periodicals. 

Benepuce (A.). Capitali sottratti 
all’ Italia dall’ ——- per 
Y estero. Giorn. degli Econ., 
Dec., 1904. 

CriacHorn (K. H.). Slavs, Mag- 
ars, and Some Others in the New 
mmigration. en Dec. 3, 
1904. [A _ stud M in economic 
stratification. This entire num- 
ber of Charities is devoted to a 
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series of short on the Slav 
in America. andl 
CoBRIDORE (F.). La popolazione 
dello stato romano nei secoli 
XVII., XVIII.,e XIX. Giorn. 
a Econ., Oct., Nov., Dec., 


1 

McLAUGHLIN (A.). Social and Po- 
litical Effects of Immigration. 
Pop. Sci. Monthly, Jan., 1905. 
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Prato (G.). La protezione agli 
emigranti in Inghilterra. Riforma 
Soc., Sept., 1904 [A well-in- 
formed article. ] 

Warp (KR. De C.). The Agricultural 
Distribution of Immigrants. Pop. 
Sci. a Dec., 1904. [Points 
out the futi vs of this method of 
dealing with the problem. ] 


VI. TRANSPORTATION. 


ALBERT (A. M.). Carte des chemins 
de fer d’Espagne et Portugal, 
avec compagnies & laquelle elles 
ee services auxquels 

es sont ouvertes, etc. Madrid: 
Orrier. 1904. pp. 44. 1.50 fr. 

BARNSTEIN (Pernwerth v.). 
Dampfschiffart auf dem Bodensee 
wiahrend ihrer ersten Hauptperi- 
ode, 1824-1847. Leipzig: A. 
Deichert. 8vo. pp. 255. 5.40 m. 

{In the series of Wirtschafts- 
und Verwaltungsstudien, edited 


by G. Schanz. 

Beroup (L.). Etude économique 
sur la marine marchande fran- 
= La loi du 7 avril, 1902. 

yon: ay 1904. 8vo, 

Kecu (Dr. E.). Die Griindung der 
badischen Staatseisenbahnen. Bei- 
trag zur Geschichte der badischen 
Eisenbahnpulitik. Karlsruhe: G. 
Braun. 8vo. pp. 138. 3.60 m. 

Paine (A. E.). The Granger 
Movement in Illinois. Vol. L., 
No. 8 of University Studies of 
University of Illinois. Urbana, 
Ill.: University of Dllinois. 8vo. 
pp. 58. 35 cents. 

{A useful and discriminating 
essay containing much new mate- 
rial. Concludes that ‘“‘no small 
share of the political, social, and 
industrial progress of the farmer 
in Illinois may be traced to the 
Grange.”’ 

Peters (M.). Die Entwickelung 
der deutschen Reederei. Band II. : 
von der Mitte des 19 Jahrhunderts 
bis 1871. Jena: G. Fischer. 8vo. 
pp. 246. 6m. 

Renty (E. de). Les chemins de fer 

coloniaux en Afrique. (2™* partie.) 

Les colonies anglaises et |’état 


du Congo. Paris: Rudeval. 1904. 
18mo. pp. 330. 3.50 fr. 

R&VERARD (P.). Des conditions 
d’exploitation du chemin de fer 
métropolitain de Paris. Paris: 
Rousseau. 1904. 8vo. pp. 427. 8 fr. 

Ross (H. M.). English Railways. 
New York: Longmans & Green. 
1904, 

SPEARMANN (F. H.). The Strat- 
egy of Great Railroads. New 

ork: Scribner’s. 1904. 8vo. 
pp. 287. $1.50. 

[A readable popular account of 
the development of the principal 
railroad systems of the United 
States, with some discussion of 
the earliest days of our railroad 
history. ] 

UNGARD VON ORTHALOM (Alb.). 
Der Suez Kanal. Seine Ge- 
schichte, seine Bau- und Ver- 
kehrsverhiltnisse, und seine mili- 
tirische Bedeutung. Vienna: A. 
Hartleben. 8vo. pp. 112, 6 maps. 
4 m. 

[The author is an army engineer. ] 

VatTIn (F.). Les chemins de fer en 
Tunisie. Paris: Challamel. 1904, 
8vo. 8.50 fr. 


In Periodicals. 


BALLop (C.). Schnellverkehr und 
Tarifreform. Jahrb. f. Gesetzg., 
1904, Heft 4. 

BYALL (J. B.). The American Sys- 
tem of Improving and Administer- 
ing Ports and Terminal Facilities. 
Ann, Amer, Acad., Nov., 1904. 

Eckert (C.). Deutsche Seefahrten 
nach Siidamerika. Jahrb. f. Ge- 
setzg., 1904, Heft 4. 

Fazio(A.). Le terze classi in tutti 
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i diretti. Riforma Soc., Dec., 
1904. [A discussion of the de- 
mand for third-class carriages in 
all through trains. ] 

Lron (P.). La navigation inté- 
rieure en France. Rev. m. 
Intern., Nov. [Canals necessitated 
by the exorbitant railway rates. ] 

MANFRIN (P.). Un problema della 
vita italiana. Riforma Soc., Sept., 
1904, [A warm advocacy of the 
development of internal naviga- 
tion in Italy.] 


Mo.uinari (T.). La ferrovia gratu- 


FOREIGN TRADE 


Le régime foncier 
aux colonies, 2™¢ édition. Paris: 
Challamel. 1904. 8vo. 10 fr. 

AsHLEY (P.) Modern Tariff Sys- 
tems,— Germany, United States, 
France. London: Murray. 1904. 
8vo. pp. 367. 10s. 6d. 

AsHLeEy (W. J.). The Progress of 
the German Working Classes in 
the Last Quarter of a Century. 
With map, diagrams, and charts. 
London and New York: Long- 
mans & Co. 1904. 12mo. pp. 177. 

[Written with a view to the 
tariff controversy in England, to 
show that ‘‘ protection has not 
been inconsistent with a great 
advance”? in general prosperity. 
The subjects of the chapters are: 
I. The Argument from Compari- 
son; II. The Progress of Ger- 
many and the Agricultural Work- 
ing Classes; III. The Workpeople 
in Manufactures; IV. Criteria of 
Growing Prosperity; V. The De- 


pression of 1903 and its Disap- 


VII. 
Anton (G, K.). 


pearance. 
Bernarp (Fr.). Pourquoi et com- 
ment coloniser, Paris: Rousseau. 
1904. 8vo. pp. 230. 3 fr. 
BIBLIOTHEQUE DES COLONIES 
FRANGAISES. La Tunisie au 
début du XxX® si&cle. Paris: 
Rudeval. 1904. 8vo. 

[A series of articles by different 
writers. ] 


Brassey (Lord). The Comparative 


Efficiency of English and Foreign 
Labor. 


1904. 64. 
[An address. ] 


London: Longmans. 
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ita. Giorn. degli Econ., Dec., 
1904, [Maintains that free pas- 
senger transportation is not an 
utopian dream. ] 

Pratr (E. A.). British Railway 
Rates. Monthly Rev., Jan. 


RENKIN (J.). Les chemins de fer 
de l'état helge. Rev. Econ. Intern., 
Nov. [With present methods of 


accounting, one can draw no sure 
conclusions as to financial | 

UnsiGNEp. The Panama Cana 
and Maritime Commerce. Quart. 
Rev., Oct. 


AND COLONIZATION. 


CAVAGLIERI (A.). II fattore eco- 
nomico nella storia del diritto in- 
ternazionale. Padua-Verona: Fra- 
telli Drucker. 1904. 8vo. pp. 


86. 1.501. 
CuapMan (S. J.). Work and 
Wages. Part I. Foreign Compe- 


tition. London: Longmans. 1904. 
8vo. pp. 301. 7s. 6d. 

[A continuation to date of the 
work begun by Lord lirassey in 
1872 on the relative efficiency of 


British and foreign labor. A 
work of real value. ] 
CUNNINGHAM (W.). The Rise and 


Decline of the Free-trade Move- 
ment. New York: Macmillan. 
1904. 12mo. pp. 168. 175 cts. 

[The substance of lectures de- 
livered at the University of Cam- 
bridge, sketching fiscal history 
under Huskisson, Peel, Cobden, 
and concluding in favor of ‘‘intro- 
ducing economic order into the 
Empire,”— presumably by the 
Chamberlain plan. ] 

Dumas (J.). Le colonisation. Essai 
de doctrine pacifiste. Paris: Giard 
et Britre. 1904. 18mo. 1.25 fr. 

Hoare (B.). Preferential Trade: 
Its Esoteric Meaning. London: 
Paul. 1904. 8vo. pp. 295. 6s. 

Hopson (J. A.). nternational 
Hy New York: Scribner's. 

1,00. 

HorrMann (Vice-Admiral P. G.). 
Die Abschaffung der Getreidezille 
in England. Berlin: F. Siemen- 
roth. 8vo. pp. 114. 2.50 m. 

InsTiITUT COLONIAL INTERNA- 
TIONAL DE BRUXELLES. Le 








ee colonies. Tome 


Natal. Paris: Challamel. 1904. 
8vo. 20 fr. 

Kunpr (Dr. W.). Die Zukunft 
unseres Ueberseehandels. Eine 


volksw. Studie. Berlin: F. Sie- 
menroth. 8vo. pp. 155. 3m. 
MAcCKENSIE (V. St. C.). The Dy- 
namics of the Fiscal Problem. 
London: Wilson. 1904. 4s. 6d. 
Martin (R.). Die Eisenindustrie 
in ihrem Kampf um den Absatz- 
markt. Eine Studie iiber Schutz- 
zolle und Kartelle. Leipzig: 
Duncker & Humblot. 8vo. rt 
*MrrepiTa (H. O.). Protection in 
France. London: P. 8S. King & 
Son. 1904. 12mo. pp. 192. 3x. 6d. 
[In the series on ‘‘ Protection 
in Various Countries,” edited by 
W. H. Dawson. A good sketch 
of French tariff history in the 
19th century and a discriminating 
analysis of the effects on agricult- 
—_ manufactures, shipping, gen- 
economic ——. The au- 
thor is a cool-headed free-trader. ] 
Montacu (E. S.) and Bron (H.). 
Canada and the Empire: An Ex- 
amination of Trade Preferences. 
London: King. 1904. 8vo. pp. 
198. 3s. 6d. 


NicHotson (J. S.). The History 
of the English Corn Laws. Lon- 
don: Sonnenschein. 1904. 8vo. 
pp. 188. 2s. 6d. 

Lectures delivered at Cam- 
England, last year.] 

PARKER (M.). Les pécheurs bre- 
tons en Tunisie. Un essai de 
colonisation maritime. Paris: 
Chevalier et Rivitre. 1904. 12mo. 


2 fr. 

Torr: (G.). In difesa del lavoro 
nazionale (a proposito del libero- 
scambio). Padua-Verona: Fra- 
= er. 1904. 8vo. pp. 

VIALLATE (A.). La crise anglaise 
impérialisme et protection. Paris: 

ie et Cie. 1905. 12mo. 

pp. 306. 3.50 fr. 
{A -_ of the fiscal contro- 
versy in its economic, financial, 
and political aspects. ‘‘ Protec- 
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tion mereey a temporary remedy, 
but is likely in the end to produce 
more harm than good.”” Imperial 
federation is ‘‘ a vain hope.” 


In Periodicals. 


Breure (E.). Der preussische Ge- 
treidestaffeltarif in seiner Wirk- 
ung auf Posen und _ Bayern. 
Jahrb. f. Gesetzg., 1904, Heft 4. 

Buutiock (C. J.). Tariff Reform. 
No. Amer. Rev., Jan, 1905. 

ENGLER (E. A.). Commercial Pri- 
macy of the United States. Amer. 
Ant. Soc. Proc., 16. 

GruFFRIDA (V.). Sullezone franche 
doganali. Giorn. degli Econ., 
Sept., Nov., 1904. [Criticises the 

roposal for the establixhment of 
ree ports, now under discussion 
in France and Italy. ] 

HvueEBNER (S.). Relation of the 
Government in Germany to the 


Promotion of Commerce. Ann. 
Amer. Acad., Nov., 1904. 
Jackson (F. Huth). The ‘“ Draft 


on London” and Tariff Reform. 
Econ. Journ., Dec. [‘ Tariff re- 
form’ would entail a regrettable 
decline in London’s commanding 
influence in international bank- 


ing. 

Lotz lw. The Effect of Protec- 
tion on Some German Industries. 
Econ. Journ., Dec. [The iron 
and steel industries chiefly consid- 
ered. The result of protection 
here is to deprive old countries of 
the advantage which they need in 
the cheap production of finished 
articles. ] 

Pueun (C. C.). Foreign Markets. 
Journ. Polit. Econ., Dec., 1904, 
[A review (1) of recent economic 
theory, (2) of recent economic 
events, and (3) of the present 
litical situation as related to 
eign markets. ] 

Rapucanv (J. J.). Die deutsch- 
ruminischen Handelsbeziehungen. 
Jahrb. f. Gesetzg., 1904, Heft 4. 

SaMvuELs (A. W.). Ireland and the 
Fiscal Question. Nat. Rev., Jan. 


or- 


UnsigNeD. Mr. Chamberliain’s 
Proposals. Edinburgh Rev., Oct. 
[Of value. ] 
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VIII. MONEY, BANKING AND EXCHANGE. 


Borne (M.). Die indische Wihr- 
ungsreform seit 1893. Stuttgart: 
J. G. Cotta. Svo. pp. 304. 6m. 

[In Miinchener volksw. Stu- 
dien, edited by Brentano and 


Lotz.] 

Gunn (N. H.). Stock Exchange 
Securities and how to select them. 
Edinburgh: Blackwood. 1904 
8vo. pp. 350. 7s. 6d. 

[The author is president of the 
—- of Actuaries of Scot- 
jan 


INGALL (G. D.) and Wirners (G.). 
The Stock Exchange. New York: 
Longmans & Green. 1904, 

Neuson (S. A.). The A, B, C, of 

tions and Arbitrage. New 
ork: §S. A. Nelson. 12mo. 
$1.25. 

RicHarpD (V.). Traité élémentaire 
des opérations de banque et des 

rincipes de droit commercial. 
ris: Garnier. 1904, 8vo. pp. 


900. 7.50 fr. 

Sykes (R.). Banking and Cur- 
rency. Introduction by T. E. 
Steele London: Butterworth. 
1904. 8vo. pp. 244. 

[A text-book. ] 
Unsienep. A Corner in Gold. 


London: P. S. King & Son. 


12mo. pp. 2 “1 2s. 6d. 


[Value 
In Periodicals. 
AUPE (A.). La vie financiére. 
Rev. n. Intern., Dec. [Reviews 


=, for currency reform in 


CHAPMAN (S. J.) and Knoop (D.). 
Anticipation in the Cotton 


Market. Econ. Journ., Dec. [ 
valuable study of the relation be- 
tween future and spot prices, of 
their general parallelism and sig- 
nificant divergences; with illustra- 
tions by figures and a chart.} 
Conant (C. A.). 


The Evolution of 


Negotiable Securities. Bankers’ 
Mag., Jan. 

DecHESsNE (L.). Influence de la 
monnaie et du crédit sur les prix. 
Rev. d’Econ. Pol., Oct. |The de- 
cennial oscillations of prices are 
due to chan in the quantity of 
credit; the slow long-period move- 
ments of prices to changes in the 
quantity of money.] 

GasPaROTTO (A.). Sulla prescri- 
zione dei biglietti di stato e di 

nea. Giorn. degli Econ., Oct., 
1904, [Opposes the law of limita- 
tion as applied to paper money. 

Heyn (0O.). Das Steigen des Ru- 
pienkurses nach der Aufhebun 
der indischen Silberwihrung un 
seine Ursachen. Jahrb. f. Nat. 
Oek., Sept., 1904. [Concluding 
article. ] 

KEeMMERER (E. W.). A _ Gold 
Standard for the Straits Settle- 
ment. Pol. Sci. Quart., Dec. [A 
gold standard is being introduced, 
with newly minted silver dollars, 
limited in amount, which are to 
replace Mexican and other coins, 
and are eventually to be redeem- 
able in gold.) 

Noyes (A. D.). Why there has 
been no Financial Crisis. Yale 
Rev., Nov., 1904. [Because it was 
the ‘‘ ten-year panic” and not the 
‘* twenty-year grand crisis.’*] 

RosENDORFF (R.). Die deutschen 
Banken im iiberseeischen Ver- 
kehr. Jahrb. f. Gesetzg., 1904, 
Heft 4. 

RozENRAAD (C.). 
tional Money Market. 
Inst. Bank., 25, 263. 

TopiscH (E.). Der Scheck- und 
Clearingverkehr des k. k. Oster- 
reichischen Postsparkassenamtes. 
Jahrb. f. Nat. Oek., Sept., 1904. 

UNSIGNED. Zur Borsengesetzno- 
velle. Von einem Bankbeam- 
ten. Zeitschr. f. d. ges. Staatsw., 
1904, Heft 4. 


The Interna- 
Journ. 
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IX. FINANCE AND TAXATION. 


Bagonski (K.). Kritik und Re- 
formen der deutschen Staatslotter- 
fen als Finanzregalien. Berlin: 
E. Ebering. 8vo. pp. 93. 2.80 m. 

A doctor’s dissertation, in the 
es of Rechts- und staatsw. Stu- 
dien, edited by E. Ebering.] 

CLAMAGERAN (J. J.). Etudes poli- 
tiques, économiques et financiéres. 
Avec préface de Marcelin Berthe 
lot. Paris: Alcan. 1904. 8vo. 
pp. 427. 10 fr. Z 

Couuas (C.). Der Staatsbankrott 
und seine Abwickelung. Stutt- 
= J. G. Cotta. 8vo. pp. 74. 
-560 m. 

[In Miinchener volksw. Stu- 
dien, edited by Brentano and 


FontTAIneE (G.). Principes de légis- 
lation financitre. La comptabil- 
ité de l’état. Paris: Beranger. 
1904, 18mo. 5 fr. 

GAUTIER (L.). Des découverts du 
trésor sous la troisiitme répub- 
lique. Paris: Rousseau. 1904. 
8vo. pp. 192. 5 fr. 

Gerurie (Dr. H.). Die Waarenhaus- 
steuer in Preussen. Ein Beitrag 
zur kaufmiannischen Mittelstands- 
— Leipzig: B. G. Teubner. 

Oo. pp. 


91. 2.40 m. 

GEorGE (A.). Essai sur la suppres- 
sion de l’octroi de Lyon. Lyon: 
Roux. 1904. 8vo. 2.50 fr. 

HECKEL (Maxv.). Die Fortschritte 
der direkten Besteuerung in den 
Deutschen Staaten, 1 1905. 


—_ — & C. L. Hirschfeld. 8vo. 
pp. . Sm. 
HELFFERICH (K.). Russie et Japon. 


Les finances des belligérants. 
Paris: Guillaumin. 1 8vo. 
pp. 180. 2 fr. 

MARKOWITSCH ( an S.). Die 


Gemeinden und ihr Finanzwesen 
in Serbien. Jena: G. Fischer. 
8vo. pp. 109. 2m. 

A doctor’s dissertation in Con- 


*s Sammlung nat.-oek. und 
statistischer Abhandlungen]. 


Moye (M.). Précis élémentaire de 
législation ffinanciére. Paris: 
1 18mo. pp. 420. 


6 fr. 
NEUMANN (F. J.). Die progressive 





Einkommensteuer im Staats. u. 


Gemeindehaushalt. Gutachten 
des Ver. f. Soz. Pol. Leipzig: 
Duncker u. Humblot. 8vo. pp. 


242. 4.80 m. 

{A reprint, without change, of 
the collection of opinions ag 
lished by the association in 1874.) 

NEYMARCK (A.). Les cours et la 
capitalisation des fonds d'état. 
La légende de la dette ‘‘ par téte 
d@’habitant.”” Paris: Guillaumin. 
1904. 8vo. pp. 39. 2.50 fr. 

Saint-AGNAN (G. de). Le budget 


de Berlin depuis 1893. Paris: 
Guillaumin. 1904. S8vo. pp. 220. 
5 fr. 


Scuréter (Dr. K.). Die Steuern 
der Stadt Nordhausen und ihre 
Bedeutung fiir die Gemeindefi- 
nanzen. Jena: G. Fischer. 8vo. 
pp. 100. 3.50 m. 

{In Conrad’s Abhandlungen. ] 

SunpeR (F.). Das Finanzwesen 
der Stadt Osnabriick. 1648-1900. 
Jena: G. Fischer. 8vo. pp. 231. 
5.60 m. 

{A doctor’s dissertation, pub- 
lished in Conrad’s Abhandlun- 
gen. ] 


In Periodicals. 


BARKER (E. C.). Texas Revolu- 
tionary Finances. Pol. Sci. 
Quart., Dec. [The actual cash 
cost of the war of Texan inde- 

nmdence, 1835-36, was not great. 
zoans in the United States were 
the only important resource. } 

EICHMANN. Das wiirttembergische 
Einkommensteuergesetz und seine 
Durchfiihrung. Ann. des Deutsch. 
Reichs, 1905, 12. [Describes the 
process of putting the law into 
execution. } 

GirFEN (Sir R.). Local Extrava- 
gance and Imperial Burden. Con- 
temp. Rev., Jan. 

Horn (W.). Ueber die weitere 
Entwickelung der Kommunalab- 

ben in Preussen. Jahrb. f. Nat. 
ek., Sept., 1904. 

LETOURNEUR (E.). Le 

futur du gaz & Paris et le 


régime 
rojet 


de régie directe. Journ. des Kcon., 
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Nov. [Op 
of the gas plants. 

Mayr (G. von). Die Tabakindus- 
trie in den Vereinigten Staaten 
von Nordamerika und die Tabak- 
fabrikatsteuer. Ann. des Deutsch. 
Reichs, 1904, 11. |Based on our 
last census and the reports of the 
Commissioner of Internal Reve- 
nue. Seeks to make American 
experience available for students 
of the problem of the taxation of 
tubacco in Germany. ] 

Nina (L.). La situazione finanziaria 


s municipalization 
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del comune di Roma. Giorn. degli 
Econ., Nov., 1904, 

SCHROEDER (F.). The Present Fi- 
nancial and Monetary Condition 
of Japan. Journ. Polit. Econ., 
Dec., 1904. [Maintains that 
Japan’s ressive policy and the 
—s h _— — “9 ~~ 
nopoly-mongering will serious 
me her development. ]} , 

TriEst (W.). Die Podbielskischen 
Postreformen und ihre finanziellen 
Ergebnisse. Jahrb. f. Gesetzg., 
1904, Heft 4. 


X. CAPITAL-AND ITS ORGANIZATION: COMBINATIONS. 


Brks (E.). La municipalisation des 
services d’intérét public en Italie. 
Paris: Rousseau. 1904, 8vo. 
pp. 180. 4 fr. 

CLEMENTI (F.). Il comune di Roma 
e la municipalizzazione dei pub- 


blici servizi. Rome. 1904. 8vo. 
pp. 201. 3.501. 
Duca pi GUALTIERI. Sulla mu- 


nicipalizzazione: studio econo- 
mico-sociale. Naples: Detken & 
— 1904. 8vo. pp. ix, 121. 
1 


FaGnigez (G.). Corporations et 
syndicats. Paris: V. Lecoffre. 
1904. 16mo. pp. 198. 2 fr. 

[An account, chiefly historical 
and descriptive, of associations of 
capitalists and laborers, from the 
time of the gilds to the modern 
syndicate or labor union. ] 

LEENER (G. de). Les syndicats 
industriels en Belgique. 2™¢ édi- 
tion, revue et augmentée. Brux- 
elles: Misch et Throw. 8vo. pp. 

[Deals with the theory of indus- 
trial syndicates. Sketches the 
growth of producers’ ements 
pools, and cartels in Belgium, and 
reproduces various documents re- 
lating to the Kelgium syndicates. 
A publication of the Institut de So- 
ciologie of Brussels. } 

PRESTON (W. A.). Les trusts et les 


trustees. Paris: Daragon. 1904. 
8vo. 4 fr. 

TARBELL (Ida M.). The History of 
the Standard Oil Co. New York: 


McClure, Phillips & Co. 1904. 
$5.00. 

[Based upon the well-known ar- 
ticles in McClure’s Magazine, but 
containing additional material. 
A painstaking and in the main a 
trustworthy narrative. Opinions 
of its scientific value will necessa- 
rily differ. ] 

Wotre (S. H., editor). Directory 
of Insurance Companies. New 
aa The Insurance Press. pp. 
1 


[Classifies the investments of all 
insurance companies operating in 
the United States and Canada.| 


In Periodicals. 


Hitt (W.). Conditions in the Cattle 
Industry. Journ. Pol. Econ., 
Dec., 1904. [Important on ac- 
count of the light which it throws 
on the trust problem. } 

JarRAcH (C.). Sui rapporti fra 
trust e protezionismo. Riforma 
Soc., Sept., Dec., 1904. [Of no 
original value. ] 

STEINITZER (E.). Zur Besteuerung 
der Aktiengesellschaften in Oes- 
terreich, ahrb. f. Nat. Oek., 
Sept., 1904. 

VorELCKER (H.). 
Yindustrie sidérurgique 
mande et son organisation. 
Econ. Intern., Dec. 

UNSIGNED. La metallurgie fran- 
caise et l’entente internationale. 
Rey. Econ. Intern., Dec. 


L’état actuel de 
alle- 
Rev. 
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. XI. ECONOMIC HISTORY. 


BLancHetT (A.). Traité des mon- 
naies gauloises. 2 vols. Illustrés 
de figures, 3 planches, et 1 

Paris: Le 


carte. 

BURNLEY (J.). The Story of Brit- 
ish Trade oe —— London: 
Newnes. Bp. 224. Is. 

Crsar (B.). ei Soret Rovigo e 
il commercio della lana. (In Me- 
moria di O. Ravenna: sscritti.) 
Padua. 1904. 8vo. 

CuiovuzoT (E.). Les marais de la 
Sévre Niortaise et du Lay. du X° 
& la fin du XVI siécle. Paris: 
Roustan. 1904. 8vo. pp. 270. 


"| History of the reclamation of 
marshlands under ecclesiastical 
ae 

CosEnTINI (Fr.). Grandeur et dé- 
cadence de Venise. Recherches 
sociales et économiques. Bro- 
chure. Paris: Giard et Briére. 
1904, 8vo. 1.50 fr. 

EHRENBERG (Prof. Dr. R.). Grosse 
Vermégen, ihre Entstehung und 
ihre Bedeutung. 2 Band: das 
Haus Parish in Hamburg. Jena: 
G. Fischer. 8vo. pp. 161. II- 
lustrated. 3 m. 

Ferrari (C.). Il censimento della 
dopo ln pes nel territorio veronese 

= la peste del 1630. Verona. 


pp. 35. 
geet (R.). Der Basler Stadt- 
wechsel 1504-1746. Ein Beitrag 
zur Geschichte der Staatsbanken. 
— Helbing u. Lichtenhahn. 


a 2.40 m. 
aa ** Landwirthschafts- 
fehrer"). Die persénlichen und 
wirthschaftlichen Verhiltnisse des 
Bauernstandes im  Fiirstentum 
Solms-Braunfels, vom 9 bis 19 
Jahrhundert. Auf Grund archi- 
valischer Quellen. Jena: G. 
Fischer. 8vo. 4m. 
HARTMANN (Ludo M.). Zur Wirt- 
ichte Italiens im 
frihen Mittelalter. Analekten. 
Gotha: F. A. Perthes. 8vo. pp. 
134, chart. 4m. 
KLEIN (Dr. A.). Die zentrale Fi- 
tung im deutsch Or- 
densstaate Preussen am Anfang 
des XV. Jahrhunderts. Leipzig: 





Duncker & Humblot. 8vo. pp. 
219. 5.40 m 

{In Schmoller & Sering’s For- 
schungen.] 

Leicut (P. S.). Studi sulla pro- 
rieta fondiaria nel medio evo: 

La curtis ed il feudo nell’ 
Italia: superiore fino al secolo 
XIII. Verona: ee Drucker. 
1904. 8vo. Pp. 170. 

Misvux (R.). arti fiorentine: 
decadenza.e soppressione. Le 
camere di comwmercio: origine, 
modificazioni. Florence:  B. 
Seeber. 1904. 

Spapo.ini (E.). Il commercio, le 
arti e la loggia de’ mercanti in 
Ancona: appunti (1300-1700). 
Portocivitanova. 1904. 8vo. pp. 
103. 2.501. 

WappineTon (W. H.) et BABELON 
(E.) et Remacn (Th.). Des 
monnaies grecques d’ Asie mineur. 
Tome I. Pont et Paphlagonie, 
accompagné de 28  planches. 
Paris: Leroux. 1904, 4to. 40 fr. 

Weser (H.). La compagnie fran- 
gaise des Indes, 1604-1875. 
Préface de Emile Levasseur. 
Paris: Rousseau. 1904. 8vo. 
pp. 715. 10 fr. 

Worms (Dr. Stephan). Schwarzer 
Bergbau im 15 Jahrhundert. Ein 
Beitrag zur Wirtschaftsgeschichte. 
— Manz. &8vo. pp. 187. 

m. 


In Periodicals. 


Lotz (A.). Die Behérdenorgani- 
sation im ehemaligen Kurhessen 
nach der Reform von 1821 und 
ihre Entwickelung in vorpreus- 
sischer Zeit. Jahrb. f. Gesetzg., 
1904, Heft 4. 

Luzzatti (L.). Per la pubblica- 
zione dei bilanci, conti, e spogli 
degli stati della monarchia pie- 
montese. Relazione al Re del 
Ministro del Tesoro. Riforma 
Soc., Oct.-Nov., 1904. [Followi ng 
the "publication of the financi 
documents of Venice, sanctioned 
by decree of 1897, the government, 
by decree of Oct. 10, 1904, has 

undertaken the financial support 
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of a similar publication for the 
Piedmontese states. 

NussBaum (A.). Die preussische 
Seehandlung. Ann. des Deutsch. 
Reichs, 1905, 1. [Chiefly his- 
torical.]} 

Patren (S. N.). The Present 
Problems in the Economic Inter- 
pretation of History. Ann. Amer. 
Acad., Nov., 1904. [The economic 
interpretation of history is the 
interpretation of fragmentary his- 
torical evidences in the light of 
a more complete knowledge of 
present facts. 

PRIBRAM (K.). Die Einlésung der 
Realgewerbe Wiens. Ein Beitrag 
zur Geschichte der dsterreich- 
ischen Gewerbepolitik. Jahrb. f. 
Gesetzg., 1904, Heft 4. 


SANDER (P.). Zur Verstindigung 
tiber das mittelalterliche Zunft- 
problem. Jahrb. f. Gesetzg., 
1904, Heft 4. 

Stizpa (W.). Ueber die Quellen 
der Handelsstatistik im Mittel- 
alter. K6én.-preuss. Akad. d. 
Wissensch. Abhandl., 1902. 

WEBER (M.). Der Streit um den 
Charakter der altgermanischen 
Sozialverfassung in der deutschen 
Literatur des letzten Jahrzehnts. 
Jahrb. f. Nat. Oek., Oct., 1904. 
[Defends the older view against 
recent attacks. ] 

Unsi@nep. The Commercial and 
Fiscal Policy of the Vene- 
= Republic. Edinburgh Rev., 

ct. 


XII. DESCRIPTION OF INDUSTRIES AND RESOURCES. 


Butnes (A. O.). Le Chili de nos 
jours. Son commerce, sa produc- 
tion, et ses ressources. Le Havre: 
Journal du Havre. 1904. 8vo. 
pp. 468. 8 fr. 

Buron (E. J. P.). Les richesses du 
Canada. Préface de Gabriel Han- 
otaux. Paris: Guilmoto. 1904, 
8vo. pp. 368. 7.50 fr. 

CHAPMAN (S. J.). The Lancashire 
Cotton Industry. Manchester: 
University Press. 1904. 8vo. 
pp. 309. 7s. 6d. 

[Publications of the University 
- Manchester. Economic Series, 
0. 1, 

Coxson (L.). La canne & sucre aux 
fles Hawaii et a la Réunion. 
Paris: Challamel. 1904. 8vo. 
12 fr. 

DecHEsNneE(L.). La concurrence in- 
dustrielle du Japon. Paris: 

. 1905. S8vo. pp. 33. 

EpsTEIn (Dr. M.). Die englische 
Goldminenindustrie. Dresden: 
O. Béhmert. 8vo. pp. 458. 8m. 

toe mena as Heft 4 of the 
Mittheilungen der Gesellschaft fiir 
wissensch. Ausbildung. 

GOLDBERGER (L. M.), The Land 
of Unlimited Possibilities. A Re- 
view of the Industrial and Eco- 
nomic Conditions of the United 
States. Translated by E. Hum- 


phrey. New York: A. Wessels 
Company. 8vo. $2.00. 

Henry (Y.). Le coton dans 
l'Afrique occidentale francaise. 
Paris: Challamel. 1904. 8vo. 
7.560 fr. 

HINTRAGER (R.). Wie lebt und 
arbeitet man in den Vereinigten 
Staaten. Nordamerikanische Reise- 
skizzen. Berlin: F. Fontane. 8vo. 
pp. 298. 5m. 

[The author is an Amtsrichter.] 

LecomTeE (H.). Le coton en Egypte, 
Culture, préparation, exportation. 
Paris: Challamel. 1904. 8vo. 


5 fr. 

MoVey (F. L.). Modern Industri- 
alism. An Outline of the Indus- 
trial Organization as seen in the 
History, Industry, and Problems 
of England, the United States, 
Germany. New York: D. Apple- 
ton & Co. 12mo. pp. 300. 

{In Appleton’s ‘‘ Business 
Series.” A sketch of ‘‘the his- 
tory of Modern Industrialism,’’ 

rimarily for beginners. Part L, 

istory,— ~~. United States, 
Germany. II., Industry,— Ex- 
tractive, eh. Trans- 
portation. Banking. III., Ad- 
ministration,— State Interference 
and * Government Own- 
ership. 








338 
RutrTerR (F. R.). The International 
Sugar Situation. Origin of the 


— Printing Office. 8vo. pp. 


[A bulletin issued by the U.S. 
Department of Agriculture, giving 
an excellent summary of sugar 
=, and prices in all the the 

portant countries and of the 
legislation on sugar since the 
Brussels Convention of 1903. 


charts. ] 

. Die  bayrische 
Textilindustrie und ihre Entwicke- 
lung seit 1875. Mit zahlreichen 
statistischen Tabellen. Munich: 
J. Schweitzer. 8vo. pp. 2389. 


8 m. 

SunpBAre (J. G., editor). Sweden: 
Its People and Industry. A His- 
torical and Statistical Handbook. 
Stockholm: Government Printing 
Office. 1904. pp. 1141. 

Trecs (H.). Deutschland’s Stein- 
kohlenhandel, seine Entwickelung 


QUARTERLY JOURNAL OF ECONOMICS 


und Organisation, mit bes. Be- 
riicks. des Fiskus, der Kartelle, 
und Konsumenten. Berlin: H. 
Spamer. 8vo. pp. 64. 1.50 m. 
UnsieNED. An Atlas of the 
World’s Chief Industries. Lon- 
don: Philip. 1904. 2s. 
[Maps of twelve industries, with 
explanatory letterpress. 
. Le Méxique au début du 
XX° siécle. 2 vols. Paris: Dela- 
grave. 1904. 8vo. pp. 800. 30 fr. 
[Contains articles by de Foville, 
Levasseur, Leroy-Beaulieu, and 
many others. ] 





In Periodicals. 


LEvassEUR (E.). Apercu des 
progres de l’industrie francaise 
sous la troisitme république. Rev. 
Econ. Intern., Oct. aken asa 
whole, the wealth of France has 
increased during the past thirty 


years.”’] 
TayLor (B.). Cotton and the 
Empire. Fort. Rev., Dec. 


XIIL STATISTICAL THEORY AND PRACTICE. 


BritisH BOARD OF TRADE. Charts 
illustrating Statistics of Trade, 
og me and Conditions of 


—* the United Kingdom. 
This se repared for the 
sel ge Pehl ition, offers ex- 


cellent material for enlargements 
for class-room work. ] 

Conrap (J.). Grundriss zum Stu- 
dium der politischen Oekonomie 


IV. Theil, Statistik. I. Hilfte. 
|. G. Fischer. 8vo. pp. 243. 


aia topics taken up in this 
further instalment of the Grund- 
riss are statistics of a 
agriculture, a) BD mining. | 
Faeuaen (Frd.) ie Schatzung 
des Volkseinkommens. Berlin: 
Puttkammer & Miihlbrecht. 8vo. 
pp. 46. 1.50 m. 
[A paper at the Berlin meetin, 
of the International Statistica 


Institute.] 
Liesse (A.). La statistique. Les 


difficultés, procédés, résultats. 

Paris: Alcan. 1904. 16mo. 2.50 fr. 
UNSIGNED. Report of the Royal 

Commission on the Decline of the 

Birth-rate and on the Mortality 

of Infants in New South Wales. 

Sydney. 1904. 

[An important investigation. ] 


In Periodicals. 


Apam (T.). Life Table for Scot- 
land based on the Census Enumer- 
ations of 1891 and 1901. Journ. 
Roy. Statist. Soc., Sept. [Com- 
Pg with Haywards life table 

or England. } 

BENINI (R.). Sul modo di ricavare 
la periodicita settimanale di un 
fenomeno di cui son date le vari- 
azoni solo per mesi. Giorn. degli 
Econ., Oct., 1904. 

BERTOLINI (A.). Osservazioni pra- 
tiche sul materiale  statistico. 
Giorn. degli Econ., Dec., 1904. 

BortTxErEewicz (L. von). Ueber die 























RECENT PUBLICATIONS UPON ECONOMICS 


Methode der ‘‘Standard Popula- 
tion.’’ Bulletin Inst. Int. de Stat., 
XIV., 2™¢ liv. [Continuation of 
discussion upon standardizing 
methods for international com- 
parison of mortality statistics. ] 

ConTENTO (A.). Statistica dei fal- 
limenti. Giorn. degli Econ., 
Sept., 1904. [Urges the necessit; 
of official statistics of Italian busi- 
ness failures on a plan like Brad- 
street’s annual record. | 

Corripore (F.). Mortalita infan- 
tile in Italia. Giorn. degli Econ., 
Sept., 1904, 

CUMMINGS (J.). Occupations in the 
Twelfth Census. Journ. Polit. 
Econ., Dec., 1904. [A critical re- 
view. ] 

Francois (G.). Russia e Giappone. 
Giorn. degli Econ., Dec., 1904. 
[A statistical study.] 

HayYwARpD (T. E.). On the Con- 
struction of Life Tables, etc. 
Victoria University of Manchester, 


XIV. NOT 


ALTGELD (J. P.). The Cost of 
Something for Nothing. Chicago: 
Hammersmark Pub. Co. $1.00. 

[A series of essays which con- 
tend that ‘‘the taking of some- 
thing for nothing is 2 

DevinE (E. T.). The Principles 


of Relief. New York: Mac- 
millan. 1904. 12mo. pp. 495. 
$2.00. 


[Discusses the general principles 
of poor relief, with especial ref- 
erence to American conditions. 
Valuable from the scientific as 
from the practical point of view. ] 

Fiswer (I.).° Kurze Einleitung in 
die Differential- und Integral- 
rechung. Leipzig: B. G. ‘leub- 
ner. 8vo. pp. 72. 6m. 

[A translation of the well-known 
work by Professor Fisher. } 

FRIEDENWALD (H.). The Declara- 
tion of Independence. An Inter- 
retation and an Analysis. New 
ork: Macmillan. 1904. 12mo. 
pp. 297. $2.00. 

[A thorough historical examina- 

tion of the Declaration. | 
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Publications. [A lecture reprinted 
— with the mathematical 
formule involved in life tables, 
followed by an application of the 
table to the decline in mortalit 
ep hthisis in England an 


es. 
Hut (G. H.). The Importance of 


Vital Statistics in the Study of 
pong ® Science. Iowa Acad. of 


Mayr (G. v.). Die Statistik der aiis- 
seren Wanderungen. Bulletin 
Inst. Int. de Stat., XIV., 2™¢ liv. 
[Official report on emigration sta- 
tistics, their value and compara- 
bility.] 

Wiuicox (W. F.). Census Stuatis- 
tics of the Negro. Yale Rev., 
Nov., 1904. [Occupation statis- 
tics and vital statistics which 
throw much light upon the causes 
and effects of the present status 
of the negro.] 


CLASSIFIED. 
Hunter (R.). Poverty. New 
York: Macmillan. 1904. 12mo. 


pp. 382. $1.50. 

[An interesting work, valuable 
as a record of personal observa- 
tions; less valuable in so far as it 
deals with the general literature 
of the subject. ] 

Larson (L. M.). The King’s House- 
hold in England before the Nor- 
man Conquest. Bulletin of the 


Univ. of Wisconsin, No. 100. 
Madison. 1904. 8vo. pp. 210. 
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